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House or RepreseNnrATIveEs, 
CoMMITTEE ON AGRICULTURE, 
Thursday, February 10, 1916. 
Lhe committee met at 10 o’clock a. m., Hon. Asbury F. Lever 
(chairman) presiding. 








STATEMENT OF MR. CHARLES J. BRAND, CHIEF OF THE OFFICE 
OF MARKETS AND RURAL ORGANIZATION. 


The Cuarman. Turn to page 192 of the Book of Estimates, and 
we will this morning take up the Office of Markets and Rural Or- 
ganization. I will ask Dr. Brand, chief of that office, to take up the 
statutory roll first and explain by items, as I call them out, the 
reasons for any changes. 

First of all, Dr. Brand, I notice one chief of office, transfer from 
lump fund for administrative expenses, $4,500. That covers your 
own employment? 

Mr. Branp. Yes, sir; that is my own salary, and according to the 
provisions of law it is required that administrative and clerical posi- 
tions of that character shall be transferred to the statutory roll. 

The Cuarrman. Last year it was carried under the lump fund? 

Mr. Branp. Yes. 

The CuatrmMan. Has the lump fund been reduced by that amount? 

Mr. Branv. The lump fund has been reduced by a corresponding | 
amount. | 

The Cuarrman. Next is one administrative assistant by transfer 
from lump fund for administrative expenses, $1,980. That is a 
transfer with a reduction in the lump fund and at the same salary ? 

Mr. Branp. That is a mistake, Mr. Chairman. Through a mis- 
understanding, this appears as a transfer from lump fund. As a 
matter of fact, it was included as one of the positions in our esti- 
mates for administrative expenses under the lump sum, but was not 
an existing position. It is a new position, but by error it has been 
called here a “ transfer.” 

The CHarrMan. It is a new position? © 

Mr. Branp. A new position. 

The Cuatrman. Not by transfer? 

Mr. Brann. No, sir. 

If it please you, Mr. Chairman, this new position is to be filled 
by a person to assist in the administration of the United States 
cotton-futures act. That work is a matter to which I give a great 
deal of personal attention, and this person is to assist in the admin:r- 
trative work in connection with that act. Much of the work is very 
exacting, requiring a great deal of personal care and attention, as you 
understand, Mr. Chairman, from the character of the regulation that 
is undertaken. | 
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The Cuarrman. This man is not a scientific man at all, but an 
administrative officer ? 

Mr. Branpv. He is an administrative officer. 

The Cuarrman. Then we have five clerks, class 4, increase of one 
by transfer from lump fund, for enforcement of cotton-futures act? 
That is a transfer at the same salary and with a reduction in the 
lump sum ? 

Mr. Branp. Yes, Mr. Chairman; it contemplates the reduction of 
the lump sum by a corresponding amount. In every case where a 
transfer has been made the lump sum has been reduced in the usual 
way by the corresponding amount. 

The Crairman. Is it true, also, that in each of these cases the 
transfer has been made at the same salary which was formerly paid. 
under the lump fund? 

Mr. Brann. At the identical salary. 

The CuarrmMan. The identical salary ¢ 

Mr. Branp. Yes, sir; unless otherwise specified. I have m mem- 
ory that there may be one change of $20, but if so it is specified. 

The Cuarrman. Your next item is nine clerks, class 8, increase of 
four submitted. That is entirely new? 

Mr. Branpv. That is entirely new. 

The Cuarrman. Tell us a little about that, Doctor. Why do you 
need those additional clerks? 

Mr. Branp. Mr. Chairman, the office is divided into various sec- 
tions, dealing with distinct problems. We have not been able yet 
to man all of these sections as they require to be manned, with head 
clerks particularly. ‘Three of these four places are to be filled as 
follows: A head clerk for the section of marketing business prac- 
tice, concerning which we will speak later; a head clerk for the 
transportation section, and one transportation clerk. We have de- 
veloped very close contacts with the common carriers, and we now 
have promised to us the cooperation of 225,000 miles of the total 
mileage of the United States in furnishing us with reports on their 
total movement of perishable products. We need a competent clerk 
to handle the work that arises in that connection, and one of those 
is for that purpose. The fourth one is for an executive clerk in the 
matter of handling authorizations and fiscal matters of that charac- 
ter in the office of the chief. 

The Cuatrman. These new places are the outgrowth of your work; 
is that correct? 

Mr. Branp. Yes, Mr. Chairman; and I want to say also that a 
number of the places that are estimated for as new in the Book of 
Estimates have since been filled and already constitute transfers from 
lump fund. 

The Cuarrman. These new places would be needed, of course, I 
take it, upon the assumption that the committee will allow the larger 
part of the increases in your estimates? 

Mr. Branp. Not in these cases. 

The CuarrMan. Not in these cases? 

Mr. Branp. No. These are all based on our present work. We 
are filling these places as rapidly as we can; and, as I say, a number 
of them will be filled before the year ends and will be transfers 
from Jump fund. 
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The Cuarman. Now, item 6: Fifteen clerks, class 2, increase of 
six, 2 by transfer from lump fund for enforcement of cotton-futures 
act, 1 by transfer from lump fund for administrative expenses, and 
3 new places. The transfers have reduced the lump fund and are 
made at the same salaries? ‘Tell us about the three new places. 

Mr. Branp. Mr. Chairman, as to the three new places, two of them 
are already filled. One has been filled by the employment of a 
statistical clerk and the other is in process of filling by the appoint- 
ment of a stenographer by transfer, so that two of them, at this 
moment, would come under what constitutes transfers from the lump 
sum. The last one is a clerk to assist in our cooperative purchasing 
and marketing project. That is not yet filled but will be filled as 
soon as we can find a suitable person. ? 

The Crairman. In these places you are just setting out what you 
are doing in the office? 

Mr. Branp. Yes, sir. 

The CuHarrMan. Item 7, one clerk by transfer from lump fund 
for marketing and distributing farm products. The lump fund 
has been reduced and there is no change in salary? 

Mr. Branp. That is correct. 

The Cuarrman. The next one is one clerk, at $1,320, by transfer 
from lump fund for enforcement of cotton-futures act. Does the 
same explanation apply there? 

Mr. Branp. Yes. 

The Cuairman. Item 9, 21 clerks of class 1, increase of 11, 5 by 
transfer from lump fund for marketing and distributing farm prod- 
ucts, etc. Tell us about the new places, of which there are three. 

Mr. Branpv. The explanation that I gave for the sixth item—I had 
dropped my eye down to-the ninth item—should apply to the ninth 
item. As to the sixth item of three new places, one has actually been 
filled by a head clerk for the seed, grain, and hay marketing project; 
the second, a head clerk for the city marketing and distributing 
project has been requested. We have already asked the Civil Serv- 
ice Commission to certify a man to fill that place. The third is for 
an additional auditor in our division of supplies and accounts. 

The CuarrMan. Give us the explanation of item 9. 

Mr. Branp. Shall I repeat the explanation for item 9? 

The Cyarrman. Yes, sir; repeat that. 

Mr. Branp. Two of the places are already provided for. One 
statistical clerk has actually been appointed and is now serving. The 
Civil Service Commission has been called upon to certify a male 
stenographer. The third place is for an assistant clerk in our co- 
operative purchasing and marketing section. 

The Cuairman. Item 10, calling for one clerk at $1,140, by trans- 
fer from lump fund for marketing and distributing farm products. 
Does the same explanation apply there? 

Mr. Branp. The same explanation. 

The Cuairman. Item 11, calling for 10 clerks at $1,000 each, etc., 
and one new place. Just explain the new place. 

Mr. Brann. That new place at $1,000, Mr. Chairman, has already 
been filled and is now occupied. It was not filled at the time the 
estimates were prepared. 

The Crarrman. These estimates were made when, Mr. Brand— 
about September ? 
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Mr. Branp. They were finished in September. | 

The CHAIRMAN. Item 12, one clerk at $1,080, by transfer from lump 
fund for marketing and distributing farm products; the same ex- 
planation ! ; ; | 

Mr. Branp. A corresponding reduction of the lump fund. 

The CuarrMan. Item 13, covering 11 clerks at $900 each, an in- 
crease of nine, etc., two of which are new places. 

Mr. Howrert. What would be the situation if the committee did - 
not allow for the new places? What would become of those men 
whom you have already appointed 4 

Mr. Branp. They would continue to be paid from the lump fund, 
Mr. Howell. 

Mr. Howext. There is no limit as to the number of places that can 
be created on the lump fund? 

Mr. Branp. Only the limit of the fund and the needs of the work. 
We place all of the new employees on the lump fund, and then in 
the succeeding estimates propose their transfer. 

There are two new places mentioned there, Mr. Chairman, at $900. 
One of them has actually been filled by a female statistical clerk, and 
the second is to be filled in the very near future by a statistical clerk 
in our work on marketing of live stock and meat. - 

The CrarrMan. Next, item 14, one clerk at $840, by transfer from 
lump fund for marketing and distributing farm products. The same 
explanation ? 

Mr. Branp. Yes. 

The CHairman. Item 15, two clerks at $720 each, both of which 
seem to be transfers. 

Mr. Brann. One of those positions involves a change in title from 
assistant multigraph operator to clerk. That is provided, Mr. Chair- 
man, for this reason: This clerk was transferred from another de- 
partment under the designation of assistant multigraph operator, an 
examination which has since been discontinued by the Civil Service 
Commission, leaving a very small number of persons in the whole 
Government service with that title. Hence, the opportunity for deal- 
ing with the position is limited strictly by the character of the duties 
and we feel that a change will make it possible to use the person more 
freely in various kinds of clerical work rather than confining him to 
this one particular, narrow type of activity. 

Ene CuarrMANn. Are there any questions on those items, gentle- 
men? I wish to say to the committee that if you have any questions 
please ask them. 

Mr. Rusrey. A moment ago you spoke of asking the Civil Service 
Commission for certification of some one for chief clerk in that sec- 
tion of your office having charge of city markets and something else 
I do not want to ask embarrassing questions, but do the ventlemen 
certified to you by the Civil Service Commission always rove to be 
ee kind of men that you want? 2 : 

Mr. Branp. No; they do not, Mr. Rubey. The averag i 
factory persons is very high, but for these more exacting postal 
try to find persons already in the service so that we can consult with 
responsible administrative officers and check up on the neta abil. 
ity abe i wh afford to make many mistakes. 
you would want ; Pa oeith . Lomiiontarecs a position of that kind 
1 want a man with a peculiar fitness for assisting in that 
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particular kind of work, and when the certification came from the 
Civil Bervace Commission you might not always get that kind of 
a man ‘ ? 

Mr. Brann. We have had that experience, and then sometimes we 
are compelled at the end of the six months’ probationary period to 
request the termination of their appointments. 

Mr. Lesuer. You could take a man out of your department and 
then fill that place with some one on the civil-service register ? 

Mr. Branp. Yes; we do that. 

The Cuatrman. Item 16, Dr. Brand. That is a transfer. Whai 
does this mechanical assistant do? 

Mr. Brann. This man is engaged in a very wide variety of duties 
in connection with the matter of devising methods for testing 
moisture, for instance, and the matter of devising ways of exhibiting 
cotton standards. This is a simple illustration of the kind of ac- 
tivity he engages in. I sent him to Baltimore last week to secure the 
steel dies for our new standards of tinges and stains. The war 
orders have raised prices so that what cost us $11 a year ago they 
wanted $25 for this year, but he is so quick-minded and such a thor 
ough mechanic that he is able to handle these situations success: 
fully, in addition to doing actual mechanical labor. In other words, 
he is more than a mere mechanic. In that particular case he de- 
vised a method in the course of an hour by slightly changing the 
method of preparing those dies which saved us $175. He is in- 
ventive as well as mechanical. 

The CuatrmMan. He is an inventor as well as a mechanical as- 
sistant ? | 

Mr. Branp. Yes. 

The CuHarrMan. Item 17, one mechanical assistant, by transfer 
of one assistant in agricultural technology, at $1,380, from lump 
fund for cotton testing, with change of title. The same explanation 
as in the other transfers, and it is the same character of work? 

Mr. Brann. The same character of work and the change of desig: 
nation is made to describe more accurately the character of the work. 

The CuaitrmMan. Now, item 18, three laboratory aids, at $900 each, 
increase of two by transfer from lump funds for enforcement of 
cotton-futures act and cotton standards. That is the same, is it? 

Mr. Branp. Yes; Mr. Chairman. 

The CuHarrmMan. Item 19, four laboratory aids, at $720 each, in: 
crease of three, one by transfer from lump fund for cotton testing. 
and two from lump fund for enforcement of cotton-futures act. 
The same explanation ? | 

Mr. Brann. The same explanation to all of those. 

The CuHatrMan. Item 21, one photographer, by transfer from 
lump fund for enforcement of cotton-futures act. What does he do? 
Of course, we know what a photographer does, but how do you 
happen to need him? ; 

Mr. Branp. This man cares for all the field negatives, does al) 
the developing, keeps the file of the photographs, and operates our 
photostat for copying purposes; he supervises, to a certain extent, 
the photographic work involved in the safeguarding of the cotton 
standards, and has all of the photcgraphic supervision of the office. 
We have a great deal of our photographic work done in the photo- 
graphic section of the department. He attends only to such things 
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as it is scarcely possible to transfer in a body to the photographic 
section of the department. . 

The Cramman. I see you have in the next item one photographer 
by transfer from lump fund for administrative expenses. Is the 
character of his work the same as the one above, and does the same 


explanation hold? 

Mr. Branp. Yes. ! : 

The Cxuarrman. How do those salaries compare with salaries paid 
photographers in the commercial world 
' Mr. Branp. For photographers of this character, men who not only 
do photographic work but who supervise the work of others to a con- 
siderable extent and are responsible for files, I should say that these 
salaries are possibly a little bit low. One of these men, especially, is a 
particularly capable man, and both of them compare very favorably 
with the photographers that I happen to know in other branches of 
the service. One of them came to us from the Interior Department 
at the same salary he was receiving in that department. 

The CHatrMAn. Item 23, one telegraph operator, a new place, at 
$1,400. What need do vou have for a telegraph operator ? 

Mr. Brann. Mr. Chairman, in our work; both under the cotton- 
futures act and in our experiments in market-news service, which I 
described to the committee last year and proposed as one of the activi- 
ties for the current year when I appeared before you the last time, 
we handle a very large volume of telegraphic business. This man’s 
duties are in connection with those matters. He handles the quota- 
tions from the spot markets, in the matter of cotton, and the quota- 
tions from the markets on perishables in our market-news work. 

The Cuairman. When we get to that item, Doctor, I wish you 
would remember to have whoever discusses it tell us something about 
the telegraph rates—the tolls, and so on. The question will very 
iikely come up on the floor. 

Mr. Brann. I will do so. 

The Cuarrman. Item 24, one telegraph operator. That is a trans- 
fer at the same salary, I presume? 

Mr. Branp. Yes. 

The Cuatrman. That is also true as to item 25, one map tracer? 

Mr. Branp. Yes. | 

The Cuarrman. What does he do? 

Mr. Brann. A wide variety of work, not all of which is map 
tracing ; but it happens that the examination of the Civil Service 
Commission under which we are able to get this kind of ability is 
entitled “Map tracer.” The examination, I think, originally was 
ee ie ee Survey. Our work involves the measurement 
the ee 1 of staple of various fibers, particularly cotton, drafting 
of various <inds, and similar duties; the lettering of charts and the 
preparation of various diagrams; all this work is expected of a 
person who is capable of doing map tracing. It merely happens 
that that register produces the kind of ability that we require 
sd that work. : 

The Cuamman. I see you have thr : : 
Gray loveseat Ah 1ave three of them, Doctor, all compara- 

Mr. Branp. Yes. 





AGRICULTURE APPROPRIATION BILL. g 


The Cuamman. Do you have a good deal of that work? 

Mr. Branv. A great deal. They are women, as a matter of fact, 
Mr. Chairman. ; 

The Cuarrman. Do you have a good deal of work of this character ? 

Mr. Branp. Yes; we have, especially in the matter of studies of 
length in cotton, which will be extended to other qualities as soon as 
we can finish our studies in that respect. I will say that several of 
these persons were transferred with the change that was made last 
year in uniting the cotton-standardization work with the cotton work 
of the Office of Markets. Two of these particular employees were in 
that work. 

The CuarrmMan. Item 29, one laborer, at $720, by transfer from 
lump fund for administrative expenses. The same explanation, is it? 

Mr. Branpv. Yes, sir. 

The Cuarrman. Item 30, one laborer, at $660, by transfer. Same 
explanation ? 

Mr. Branp. Yes. 

The CuarrmMan. I see you have dropped two messenger boys, at 
$600 each, and changed their designation to messenger boy or laborer. 
The change of title there, I presume, is to give you a little more 
flexibility ? 

Mr. Branp. More latitude in the assignment of duties. 

The Cuatrman. No change in the salaries or the number, but just 
a change in designation ? 

Mr. Branp. Yes. 

The Cuatrrman. Change of one laborer at $540 to one messenger 
boy or laborer at $540. ; 

Mr. Branp. For the same purpose, Mr. Chairman. 

The CHarirMAN. There is no change in the number of these mes- 
senger boys or laborers under item 32? 

Mr. Branp. They are actual transfers over from lump fund from 
positions previously occupied. 

The CuatrMan. Then you drop four messenger boys at $480 and 
change to four messenger boys or laborers, at $480 each, in item 33. 
There is no change there, is there? 

Mr. Branp. No change. 

The CuarrMan. Item 34, one messenger boy, at $420, by transfer 
from lump fund for marketing and distributing farm products. That 
is the same explanation ? 

Mr. Brann. The same explanation. 

The CuHairmMaAn. In item 35, two charwomen, at $480 each; same 
explanation ? 

Mr. Branp. Same explanation. 

The CHairmMan. Now, item 36, one charwoman, at $300; the same 
explanation ? 

Mr. Brann. The identical condition. 

The CuHairrman. Item 37, two charwomen, at $240 each; the same 
explanation ? 

Mr. Branp. Yes. 

The Cyairman. These $240 charwomen here—just what. are their 
duties ? 

Mr. Branp. Cleaning up. They only work part of the day. 
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The Cuairman. Let me ask this question: I presume the question 
answers itself, but I want it for the record. The reason for the num- 
ber of transfers in your statutory roll—the apparent large increase 
in the number of places in your statutory roll—is due to the fact 
that your office is a new office and that up to the last fiscal year you 
had no statutory roll at all? . 

Mr. Branp. That is true. 

The CuairmMan. And now you are beginning the process of making 
your employees, transferred under the law from the lump-fund to 
the statutory roll, permanent appointees . 

Mr. Branp. That is exactly the case, Mr. Chairman. 

The CHarrMan. Gentlemen, are there any questions on the statu- 
tory roll? If not, we will take up the general expense item, which 
will be found on page 196. 

Item 39, “for acquiring .and diffusing among the people of the 

United States useful information on subjects connected with the 
marketing and distributing of farm and nonmanufactured food 
products and the purchasing of farm supplies,’ and so forth, 
$325,831, which is an actual increase in that item of $105,451. There 
is no change in the language, the only change being in the amount 
carried in that appropriation. 
_ Dr. Brand, our plan has been for the chiefs of the various bu- 
reaus briefly and in general terms to give us something of the nature 
of the work under each of these items and then let the gentlemen in 
charge of the actual work give us the details. . 

Mr. Branp. In hne with that plan, Mr. Chairman, I will present, 
first, a general statement concerning the item, and will discuss the 
first project in the cotton handling and marketing, which I have 
supervised more particularly myself. Then I will ask some of the 
other gentlemen to present the work to the committee. 

Last year the appropriation for lump-fund expenditures under the 
item for marketing and distributing farm products was $238,000. 
The present item contemplates a lump-fund increase to $325,821, 
which is an increase of something over $87,000 in the lump fund. 
That is to be used largely for extension of specific lines of activity, 
which will be developed by the project leaders as they. appear, par- 
ticularly the work in cooperative purchasing and marketing; the 
marketing of live stock, meats, and animal by-products; the work in 
market grades and standards; marketing business practice; grain, 
seeds, and hay marketing investigations; and investigations of the 
marketing of dairy products. 

Those are the projects in which we are asking for the chief in- 
creases for the coming year. In all of this work we have requests 
of a very urgent character from the country to extend it, covering 
a very wide field and a very great multitude of products. We have 
attempted in all cases to confine proposed activities to lines of work 
where we felt we could really get for the people their money’s worth 
by undertaking them. The interest and pressure regarding the mar- 
keting work is so widespread that there is a constant demand for 
taking up a vast variety of projects which we do not feel ought to be 
taken up. We have confined our estimates purely to those things with 
which, after investigation, we feel that some real results can be ob- 
tained; and it is in that spirit that the estimate has been made. 
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The work that I want to present first is the cotton handling and 
marketing work, which has been under way about four years. That 
is the first regular project in the Program of Work. 

Mr. Steere. I do not know that this is the proper time to intro- 
duce it, but is there any other appropriation connected with this di- 
vision ? 

The CHAIRMAN, Oh, yes; there are several more items there, Mr. 
Steele—items 39, 40, 41—half a dozen more items that follow this. 
What particular thing had you in mind? 

Mr. Steere. What I had particularly in mind was how much the 
appropriation was last year—the total amount from every source. 

The Cuarrman. For marketing? ‘ 

Mr. Streetz. Yes. 

Mr. Branp. $484,000, roughly. 

Mr. Sreevx. Is that a permanent appropriation, and then this an 
addition ? 

The CHarrman. This is an annual appropriation which this com- 
mittee makes from year to year. 

Mr. Branv. That is annually. 

Mr. Sreevz. Then, that will be included in the expense of this 
division ? 

The CuairmMan. Yes. 

_ Mr. Sreeie. $480,000 and how much more? 

Mr. Brann. $484,000 plus an unexpended balance of $100,000 under 
the cotton-futures act. 

Mr. Rupry. I want to take up a matter with Mr. Brand at some 
time. I do not know whether now is the time or not. It relates to 
the marketing of live stock. 

Mr. Brann. Goy. Rubey, Mr. Hall, who is the leader of that par- 
ticular project, will present it in detail, and we will be glad to answer 
any question then or now, as you prefer. 

Mr. Rusry. I just want to find out so that the question may be 
asked in the regular order and at the proper time. 

The Crarrman. Go on, Doctor, with your cotton handling and 
marketing. 

- Mr. Brann. Some features of this work have been brought to the 
attention of the committee before. The particular lines of work that 
are being conducted include what we call primary market surveys, 
to which we have given a great deal of attention, with a view to de- 
termining with a degree of scientific accuracy the conditions that 
prevail in the transfer of title of cotton from the farmer to the 
buyer, with the margins and discriminations as to the grades and 
otherwise; and the sale from the first buyer to the port merchant, and 
finally to the mills, to determine how much of the money that the 
farmer receives is really paid on the basis of the merit of the article 
that he produces. In the course of that work we have carried on 
sampling surveys in considerably over 100 towns, with a result that 
has been exceedingly surprising. We found that on the same day, 
in the same market, the highest grade of cotton sold within that 
market brought from $3 to $20 less than the lowest grade; in other 
words, that there is no proper discrimination as to quality when the 
farmer sparts with his product. We are trying to determine these 
facts and to call them to the attention not only of the producer but . 
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the buyer whenever we can, in order to foster a proper application 
of standards to the cotton when the farmer sells it. Jo7)8 hon 

The Cuarrman. In that connection, I got a letter—yesterday, I 
think it was—from a gentlemen who sent me the bids on 18 bales of 
cotton from the upper part of the State, made on the same day in 
three neighboring markets. Of course, they were 6 or 8 or 10 miles 
apart, little market towns, and the difference in the bids on these 18 
bales of cotton would vary one-quarter of a cent to 1 cent a pound in 
the different markets. There they were, all within a radius of 6 or 
7 miles, the same cotton, the same samples, and the same man han- 
dling the cotton, bid by three different bidders and graders in three 
different markets. A cent a pound means $5 a bale. 

Mr. Heuersen. Might there not be that difference in the grades? 

The CyHairman. It shows the value of this kind of work. It 
shows we have got to get to a point where somebody is going to say 
what the grade is. The cotton grader himself very frequently does 
not know the grade. He grades it by its looks—the color and the 
amount of trash in it—and says it is strict middling because it is 
very white and pretty, but it may not be strict middling. Some 
honest graders understand it and give the true grade. Some graders 
who do not know the grade deliberately undergrade. Then there is 
another type of grader who does not know the grade, but just knows 
white and yellow cotton when he sees them, and that fellow is always 
afraid he is going to overgrade, and, therefore, in order to protect 
himself, he undergrades, and the farmer is the burden bearer. 

Mr. Hercrsen. There is no Government grading ? 

The Cuarrman. No. 

Mr. Branp. That is absolutely the case. We have carried on this 
work three years and have found these conditions, as in Oklahoma, 
where the work we have done has already produced marked changes 
and has returned good dividends, we believe, to the producer. 

Then we carried it on in Texas, later we carried it on in nine other 
cotton States, and now we are continuing it in North Carolina and 
in a few other States and will fully round it out before leaving it, 
so far as it relates to short-staple cotton. 

Mr. Youne. Have you operated in Texas? 

Mr. Branp. We operated in 22 different markets in the State of 
Texas. I could not name all of them, but they were very well dis- 
tributed over the whole State, in order to cover all types of cotton 
and in order to cover all cotton practices over the State. 

Mr. McLavcuurn. This committee has reported to the House a bill 
to provide for standardizing cotton, grain, flaxseed, etc. If that bill 
becomes a law, somebody must carry out this work that you have been 
doing. Is it proposed that you and those doing your part of the 
work shall go out and teach everybody dealing with these products 
mentioned in this standardization bill the different grades, for in- 
stance, the grades of cotton and the grades of wheat, oats, rye, barley, 
flaxseed, and so on? . ae 

Mr. Brann, The two bills with reference to grading of grain and 
the grading of cotton, which were presented at the last session of 
Congress, were both reported favorably by the committee, and the 
grain-grades bill has been reported favorably this session. The 
cotton-standards bill, so far as T know, has not been acted on. 
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The Cuairman. The cotton-standards bill has not been brought 
before the committee. Mr. McLaughlin is referring to the warehouse 
bill and the grain-standards bill, which have been before the com- 
mittee. 

Mr. Brann. The language of that bill refers, as I understand it. 
solely to these products when stored in licensed warehouses. 

Mr. Howe u. Is it not a fact that the Department of Agriculture 
has already established standards of cotton ? 

The CuarrMan. Yes. 

Mr. Howeix. Without any law? 

The Cuamman. Oh, no; under authority of law, some years ago. 

Mr. Anpverson. Those standards are not compulsory ? 

Mr. Branp. Those standards are compulsory only in the settling 
of contracts on future exchanges. They are not compulsory in the 
spot markets. 

Mr. Herirn. How many grades have you? 

Mr. Branp. We have 9 white grades, and we have promulgated 
within the last two weeks 11 colored standards—5 colors for yellow- 
tinged cotton, 3 for yellow-stained, and 3 for blue-stained cotton. 

Mr. Heri. You mean in addition to your nine white grades? 

Mr. Branp. We have 9 white grade standards and 11 color stand- 
ards, and the grades of the 9 white standards apply to the color 
standards. We have adopted the logical method of applying the 
grade of white standards to the grade of the color standards. 

Mr. Herrin. Have the exchanges in this country all adopted the 
Government standards? 

Mr. Branp. The future exchanges are compelled to adopt them. 
The spot exchanges, or the greater majority of them, as will be de- 
veloped later in the hearing, have voluntarily adopted them although 
not compelled to do so by law. 

Mr. Herriry. Do you know whether the New York Exchange is 
now using the Government grades or not? 

Mr. Branp. It is. 

Mr. McLaveuuin. Is it your view that permanently Congress 
should make an appropriation and men should be employed to go 
out and teach these different grades in all of these staple products— 
not only to demonstrate them to the exchanges and the large mar- 
kets but to go to individuals and hold schools of instruction concern- 
ing the grading of each and every one of these products, so that the 
producer and seller of each and every one of them may know whether 
or not the buyer is giving him a square deal? 

Mr. Branp. It seems to me that that is a question of policy for 
the committee rather than for us to determine. It would involve 
very great appropriations and would be a very difficult line of work. 
It would be almost impossible to work with the vast number of pro- 
ducers that we have. 

Mr. McLaucnir. You have been doing something by way of 
instruction to somebody in connection with the grading of cotton. 
What has been your work in that regard? What I would like to 
know is, have you been confining it to the work with exchanges and 
to the large purchasers and sellers of cotton, or have you aimed to 
reach even the small individual producers and sellers of cotton ? 
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Mr. Branp. We rarely attempt to teach anyone the grading of 
cotton. That is a technical line of work which it would be very 
difficult to teach the average producer. 

Mr. McLavecuuin. As a business; yes. But about the teaching of 
individuals as to what the grades are and how he ean leok after his 
own preducts and prctect his own interests? ; ; 

Mr. Branp. We teach that only in a demonstrational way. We 
have carried on four or five demonstrations. 

Mr. McLaveuurn. Now how? a 

Mr. Branp. In connection with organized cooperative associations. 

Mr. McLavucuurn. How? pis 

Mr. Branp. By stationing a man to assist the association by 
grading its cotton and at the same time to carry on these market 
surveys. We always aim to accomplish several purposes with the 
same man. 

Mr. McLaventin. What does he do? - 

Mr. Branp. For instance, in the case of North Carolina, where we 
have stationed a man temporarily at Tarboro and where the North 
Carolina authorities have taken hold and organized the persons 
around certain gins, our man actually grades their cotton. They are 
required to furnish him with a complete ‘statement of all of their 
business transactions. They give him the price, to whom they sell, 
where they sell, etc., in order that we may get valuable data required 
in our studies, and in return we furnish through the organization the 
grade of the actual bale submitted. . 

Mr. McLavenurw. That is getting down pretty close to the indi- 
viduals who raise and sell cotton. I appreciate what you say, that 
it is a question for Congress to determine how far that work should 
be gone into; but I think it would be interesting to the committee 
to know what progress is being made and how long the work should 
be continued. If I remember rightly. the chairman said that this 
would be a temporary appropriation. 

The Carman. This marketing appropriation ? 

Mr. McLaveutr. Oh, no; that in regard to assisting to diffuse this 
knowledge with reference to grades of cotton. 

The Cuarrman. Oh, no; I do not think so. I do not remember 
making any such statement. Probably you are thinking of some- 
thing else. Maybe it was the cotton-standardization work, where I 
thought the standard would be established and that then the appro- 
priation ought to cease. 

Mr. McLaveutin. $50,000 was put in two years ago at your re- 
quest. 

The Cuarrman. That was in connection with the establishment of 
cotton standards. . 

Mr. Branp. That was the cotton-standards work in the Bureau 
of Plant Industry, and we requested a reduction of nearly $40,000, 
if my memory is correct, in that item. 

The Cruarrman. Last year. 

Mr. Branp. The item was $91,000, and we reduced it to $54.600, 
if my memory runs correctly. 

Mr. McLaucutrn. It is immaterial what bureau handles it. It is 
the kind of work that is being done and the question as to whether 
or not it is to be continued. 
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_Mr. Branp. The appropriation for that particular kind of work 
was very largely reduced, but in a later item there is a provision 
for a continuation of the necessary part of that work, although, of 
course, the figures are very greatly reduced from the figure Mr. 
McLaughlin evidently has in mind. 

The Cuatrman. My recollection is, Mr. McLaughlin, that the item 
to which you refer was at the time carried in the Bureau of Plant 
Industry as an increase in the item for the fiscal year 1914. 

Mr. Branp. Yes. 

The Cuamman. That was increased by $50,000, and I probably 
said then that I thought that ought to practically complete the 
standardization work proper, and that whatever other work we did 
with reference to it in the future would be in reference to the dem- 
-onstration of the value of those standards. Since that time the 
work has been transferred to this bureau. 

Mr. McLaveuurn. Here is a line of work in which the gentlemen 
from this Office of Markets go to a particular locality and, as Mr. 
Brand says, grade every bale of cotton brought there to be sold. 

Mr. Branp. By the members of the organization with whom we 
are cooperating in this particular investigation and demonstration. 

Mr. Hexcrsen. If a proper Federal standardization law is enacted, 
making it compulsory all over the country, how much of the work 
that you have been conducting in the past would then be necessary ? 

Mr. Branp. If such a law was passed I suppose we would have to 
continue to a certain extent, in connection with the work provided 
for under the standardization law, to do some of these same kinds of 
work, so long as people do not know how to apply the standards and 
do not know the standards and so long as new persons are engaging 
in the industry; but, in my opinion, it would all be carried on in 
connection with the standardization under the law. 

Mr. Heuersen. If you had a proper law, with competent inspectors 
in every market, would there be any necessity for the producer know- 
ing anything about his grades? 

' Mr. Branp. I think it would still be advisable, but I think there 
would be a reduction of the abuses and losses due to his not knowing 
his grades. 

Mr. Heucersen. I can not understand how, under a standardization 
law, you would still have to have some one to deal with the inspectors, 
seeing that they were properly dojng their duty and taking proper 
grades and results to the producer. But I can not understand why 
it would be necessary for the producer to know what grade he has 
got, because, if the inspector gives him a square deal and honest 
grades, that is all he could get. No matter how much he knew he 
- would get honest grades, anyway. 

Mr. Branp. I think there is a great deal of merit in what you say, 
but still I, as a producer ,would want to know as accurately as I could 
the grade of my product when I was selling it. 

Mr. Hercesen. That istrue. I believe that the Government should 
end its assistance when they give him a scientific, practical, honest 
grade. 

Mr. Brann. We take that position definitely; that it is not our 
duty, it is not the Government’s duty, to do anything for producers 
that producers can do for themselves. We draw that line. As soon 
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strati ithdraw 
as we feel that the demonstration has been completed we withd 
"One assistance at that point, and we believe that the producers should 
there take up their own business. 1 "1h 

Mr. Misamis Right there, do you believe it is a function of 
this Government to do everything for a man that he can not do for 


himself ? 
Mr. Branp. I certainly do not. yet 
Mr. McLavueutrn. Right along the line of Mr. Helgesen’s inquiry, 


which supplemented my own—that it would be helpful, of course, to 
individual producers to know the quality and grades of their prod- 
ucts and whether or not they are getting a square deal at the inspec- 
tion office. If you are going to carry that to the limit—and you can 
carry it to the limit if you start; you are liable to go too far if you 
start—is it possible and is it the function of this Government to go 
out to all these producers and tell each one the quality of his product. 
of cotton, wheat, rye, oats, flaxseed, and all those things mentioned, 
even of the few mentioned in the grading bill? 

Mr. Branp. We deal with that in this way: I will take a specific 
instance, the Cotton Growers’ Association at Scott, Ark. We carried 
on a demonstration and investigation of this sort with those growers 
in their organization for one year, showing them the advantages of 
that kind of work and of having at hand a person who could tell the 
grades. The next year we withdrew that work, and they employed a 
man for $3,000, having been shown that it was a valuable service they 
could render themselves. 

Mr. Hertry. And in that same place, which I have heard of be- 
fore, I understand they take the samples into town, having been 
graded by their man, and when showing those samples around town 
often they have had the grader there and called the grades lower 
than they were. They insisted on selling them at the grades their 
man named, and they succeeded in every instance. 

Mr. Hrrcrsen. As I have got to leave soon, I would like to ask 
just one question. 

The Cuairman. All right. 

Mr. Hercrsen. Do you think that the producers in this country 
of the great staple crops will ever be fairly dealt with on the markets 
of this country until we get a scientific and practical standardization 
that is conducted by the Federal Government? 

Mr. Brann. I think that both the grain-grades bill and the cotton- 
standardization bill, as submitted Inst year, are highly desirable and 
almost necessary pieces of legislation. 

Mr. Hexersen. I fully agree with you on that. 

Mr. McLaveutin. Mr. Brand has told of the employment of one 
man in Arkansas and of his work. I would like to know how many 
men of that kind have been employed and how many you propose 
to employ in a year; for instance, the cost of it, and how long you 
think it will be necessary to continue that? ‘i 

Mr. Branp. That question involves considerable figuring. I would 
be very glad to submit a statement showing the fiscal relations of 
this work and the amount expended on it. 

Mr. McLavenurn. How long was this man at this place in Ar- 
kansas? 

Mr. Branp. Roughly, four months. 

Mr. McLaventrn. What did it cost ? 
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_ Mr. Branp. His expenses per day were probably about $3 in addi- 
ie his railroad fare. I suppose his whole expense was possibly 
ae aN. At how many places were men similarly em- 
ployed ¢ 
Mr. Branpv. It has varied from time to time during the past year. 
During the past year we have worked in about six different places on 
this particular type of work. 
Mr. Hower. What is the salary of the men? 
_ Mr. Branp. It varies greatly. Some of them get as low as $1,400 
and some of them get as high as $2,250. It depends upon their 

competence and their usefulness for other activities as well as this 
type of activity. 

Mr. McLavenuury. To how many places, what kind of places, how 
large, and so on, is it proposed to send men to do that kind of work? 

Mr. Branp. We confine that absolutely to this proposition: We 
require that there be an organization with which we can cooperate 
and that there be a problem whose solution appears to be worth 
while. We have a great many requests from all over the cotton belt 
for assistance, and we select from those only the ones that we believe 
will produce results valuable in a wide sense—not purely to the lo- 
cality. 

Mr. McLaventin. You will pardon me, but you are getting a little 
away from the subject we are talking about. You spoke of a partic: 
ular line of work. You spoke of problems which you thought would 
_ be interesting and necessary of solution, and so on. We were speaking 
of but a particular one—one place in Arkansas. 

Mr. Brann. Yes. 

Mr. McLaveutin. Will you kindly tell us how many and in what 
kind of places you think that work ought to be carried on ? 

The CuarrMan. He told you it was carried on in six places this past 
year. 

Mr. Branp. I would be glad to name them: Sweetwater, Tex.; 
Gadsden, Ala.; Tarboro, N. C.; and Camden, Little Rock, and Scott, 
Ark. Those are the chief points. 

Mr. McLaveuurn. I suppose there was a reason for selecting those 
places. Will you tell us what influenced you in selecting those places 
and how many of them you think there are that should be reached ? 

Mr. Branp. We were influenced solely by our knowledge of condi- 
tions in the localities, as indicating that we could secure valuable 
results. The promised cooperation of the State authorities, the 
agricultural college, or the commissioner of agriculture, as the case 
may be, or the director of extension, has usually been one of the 
determining factors. We always work with the demonstration 
agencies within the States. We select on the basis of a place that 
wishes the investigation, where results can be secured, and where 
the cooperative contacts that are necessary can be made. We use 
those general principles in determining all cases. 

In some of these cases we happened to know in advance of an or- 
ganization that would carry out its agreements and do all of those 
parts of the work that it agrees to, and, of course, that 1s an 1m- 
portant consideration in the determination by our office as to where 
we will work. 
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Mr. McLavcuiin. I presume, also, you would not go to a small 
place, even if they were enthusiastic over it and offered you all kinds 
of inducements? | 

Mr. Branp. Yes, we would. We went to Atkins, Ark., the year 
before, which is a small place, but it had its particular problems and 


we considered them very worthy of investigation; and in that par- 


ticular case excellent results came from the work, which have been 
applied in other sections. The work attracted sufficient attention so 
that the Texas people, through Mr. Ousley, the director of exten- 
sion, went to Arkansas to investigate the character of the work, 
so that he could introduce some of its features into Texas. 

Mr. McLavenurn. Then, there would be no limit to the number of 
places and the number of men to be employed or to the expense of 
carrying on the work? le 

Mr. Branp. We recognize the limitations of expenditure of money 
im any one particular direction, we do not request large sums for 
such purposes, and we request them only when we feel sure there 
are specific things to be done which are worth while. In this particu- 
lar case we are asking an increase in the lump fund of $5,440. 

Mr. Sreeie. Doctor, last year, as I understand it, you had an ap- 
propriation of $484,000. Has all that money been consumed, or will 
it be at the end of the fiscal year? 

Mr. Branp. Very nearly all of it. 

Mr. Streeter. How many men have you under your employment 
now ? 

Mr. Branp. Roughly, counting all classes of persons, 275, which 
mecludes laborers and minor clerks. 

Mr. Steers. I want it definitely. How many men have you under 
your employ ? 

Mr. Branp. I could not tell you that exactly, because there is 


eonstant change; but I will be very glad to furnish the exact 


figures if you would like them. 

Mr. Heriry. Do you mean under his bureau, Mr. Steele? 

Mr. Sreete. Yes, sir. 

Mr. Branp. Substantially 275, 

Mr. Sreetr. Consuming this $484,000 ? 

Mr. Branp. Yes, sir. 

Mr. Sreete. You are asking an increase of $351,151. How many 
men do you expect to have under your employ to consume that ap- 
propriation—of which there will be $835,201 ? 

Mr. Branp. That would involve an increase in the personnel of 
possibly as many as 100 people. One of the large items there 

Mr. Streetz. That is all I want you to say. Have you in mind 
{00 capable men who are competent to go out and do the work which 
you require them to do? . 

Mr. Branp. We have not in mind at this moment 100 men, but we 
have established registers, through the Civil Service Commission, 
by examination of competent people along practically all of the 
ines of work for which these increases are to be used if granted. 

Mr. Streetz. Then you believe that you can find 100 men in the 
next 90 days that you can put out into the field to do the work 
which you require? 

Mr. Branp. We do not think, Mr. Steele, that it would be good 
administration to try to put on that many men in so short a time. 
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We will still be in the process of selecting some of those people at 
very nearly the end of the fiscal year, because we do not believe in 
putting on a lot of new people until we can digest them, break them 
in, teach them the necessary phases of the Government work, ac- 
quaint them with the work, and we do that gradually. We take these 
people from the registers and put them in Washington first, and 
acquaint them with what they must do, and we can not digest more 
than a reasonable number at a time. So we are very careful in not 
overloading at any one time. 

me ae Of these 275 employees, how many have you in Wash- 
ington ? 

r. Branp. The majority of those are in Washington—have head- 
_ quarters here. : 

aan Srrrie. Then you have not many out in the field at the present 
time ! 

Mr. Branp. They work from Washington into the field. We have 
started very few field stations. During the coming year we expect 
to put some of these people into the field. A new office, Mr. Steele, 
has difficult work in breaking in the new people, and you can not 
trust new people in the field until you have gotten them properly 
broken in. During the coming year we will be in a position to trust 
a great many of these people in the field. 

Mr. Anverson. Referring again to the line of inquiry started by 
Mr. McLaughlin, you have demonstrated to your own satisfaction, 
and I presume to the satisfaction of those with whom you co- 
operated, that where a cooperative organization is established it is 
desirable and possible for that organization to employ a competent 
person to grade the cotton that they have to sell. “Do you think it 
is the proper function of your office to continue by putting into these 
various cooperative associations men to demonstrate that fact to 
their satisfaction ? 

Mr. Branp. We would not go to a very far limit in that sort of 
thing. Having determined the facts and having demonstrated them 
in a number of typical and representative places, if the producers 
or their organizations were not willing to undertake the activity 
we would feel there was no use for the Government to spend its 
money trying to force them to do things which were apparently to 
- their own advantage. 

Mr. Anverson. I understand, but if, after you have once demon- 
strated the feasibility and desirability of the proposition, you are 
going to merely send a man to a cooperative organization here and 
another man to a cooperative organization there for a short period of 
time to demonstrate to that particular organization the necessity or 
the desirability of a grader to grade their cotton, you can not cover 
all the ground. Consequently your effort becomes a mere special 
privilege, which you give to people here and there whom you select, 
and they are no more entitled to it than anyone else. 

Mr. Branp. There is a special privilege that we recognize and 
which we protect very carefully; but the results of that work are 
made very widely available through publications, through the county 
demonstration agents, and through all of the machinery available, - 
so that it is not specialized to an extent that is contrary to good 
public policy. You have got to do your work somewhere; you can 
not do it everywhere. You select the best place you can possibly 
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find, secure the results, and make them as widely known as you pos- 
sibly can through the channels available. | 

Mr. Anperson. The limitation, then, upon the amount of coopera- 
tive work of that character that you can do is the amount of the 
appropriation itself ? | 

esac oat Yes; and we are asking, as I said, $5,440 for this and 
numerous other activities under this project. I might say that one 
of those activities relates to selling cotton in the seed; and I brought 
along a box to show the practical results of that kind of work, _ 

Mr. Anperson. I don’t want you to get away from my questions. 

Mr. Branp. I did not realize that you had not finished. agg 

Mr. Anperson. I do not know anything about the marketing of 
cotton, but I would like to ask you if in the ordinary country markets 
of the South such men as graders exist ? 

Mr. Branp. Yes. 

Mr. Anperson. Is it ever going to be possible or profitable to em- 
ploy in the country markets a grader of cotton, either by the mu- 
nicipality or in some other way? In other words, would it be 
feasible, as it has been, for instance, in some places, for the mu- 
nicipality or the county or the State in the small market to employ 
a grader who would grade the cotton that came in? 

Mr. Branp. I think that might be practicable. It is done in the 
case of the weighers. There are public weighers generally who re- 
ceive a fee for their services; and I have no doubt as we develop 
better methods there will be many cases where it will be found 
feasible to do that sort of thing with respect to graders. 

Mr. Anpvrrson. To what extent is the cotton as it is received at the 
local market from the farmer actually graded now—I mean accu- 
rately. graded ? | 

Mr. Branp. To a very shght extent. 

Mr. Hertry. By competent graders? 

Mr. Brann. By competent graders. 

Mr. Anprrson. The grading, then, as it has come into existence is 
practically limited to grading in the terminal markets? hs 

Mr. Branp. It starts just a little sooner in the cotton trade than it 
does in the grain trade. The local merchant has the services of a 
relatively competent grader, so that the next sale begins to weed 
the product out in the lines of proper grades; but it is not finally 
and properly graded until substantially at the port markets, which 
is the equivalent of the termina] grading in the erain trade. 

Mr. Anverson. But this grader is employed by the buyer and is 
therefore an interested grader ? 

Mr. Branp. Yes, sir. 


Mr. Heriry. In that connection, Mr. Anderson, when the merchant 


sells his cotton to a buyer who comes into the town he brings his 
classer and grader with him, who is an expert man. 

Mr. McLaveutr. Who teaches him? Out of what appropriation 
has he had a demonstration and course of instruction ? 

Mr. Heriry. I do not know where he gets his information, but he 
is an expert classer and grader. 

Mr. Branp. He ig learning in these cases, and he is taking very 
kindly to this class of work. The merchant and the merchant’s 
grader have found, especially in Arkansas, distinct advantages in 
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having cotton come to them graded into relatively accurate, even- 
running lots. It begins immediately to simplify the distribution of 
the product, and I may say that in no case in the cotton belt itself 
has there been any combined opposition to our work. This applies 
both to the merchants and their graders. 

Mr. Anverson. To what extent is the grading of cotton in the 
terminal or local market regulated by State laws in the State in 
which these markets exist? 

Mr. Branp. Practically it is not regulated at all. Texas has passed 
a gin-sampling law which requires that samples be taken at the gin 
and that the grades be declared thereon. It is a new departure and 
one which requires investigation before we can determine the methods 
by which that kind of activity must be carried out. In one of these 
lines of work under this project we are cooperating with the State of 
Texas under that law. 

Mr. Anverson. If the standards for cotton are promulgated, as 
I understand they are, it would be perfectly feasible, would it not, 
for the State to establish the machinery for the application of that 
standard in these local terminal markets? 
~ Mr. Brann. In some of the States it would be relatively simple, I 
think, to do that; in most of them it would not. They have not de- 
yeloped any organization for dealing with the problem. Very few 
of the States have any organization whatsoever to deal with the 
problem. : 

Mr. See SERSON. They could create an organization by State legis- 
lation ? 

Mr. Branp. I think they could. There would, of course, be a 
world of diversity in their activities that would destroy uniformity, 
JT am afraid. | ; 

“Mr. Anperson. I do not see how that could be if they were obliged, 
as they would be, to apply a standard which the Federal Govern- 
ment has fixed, assuming, of course, that suflicient supervision was - 
provided to insure that the standards were honestly applied. 

Mr. Branp. I believe that in many States, and ultimately in most 
States, machinery of that kind could be developed. 

The Cuarrman. Mr. Steele desires to ask a question. 

Mr. Sreetz. Professor, I did not finish up what I started out 
to analyze. You have the number of days that each one of your 
men has been out of Washington, have you not? 

Mr. Branv. I have no such statement compiled. I can compile 
such a statement. 

Mr. Sreezn. You also have the traveling charges of those men? 

Mr. Branp. Yes. 

Mr. Sreete. I would like to have you insert in the record the 
actual expenses of the field with regard to this entire appropriation 
of $484,000 to date, if you can do so. What I am trying to get at 
is how much of this money is expended outside of Washington and 
what good is being done. 

The CHARMAN. We can show that, Mr. Steele, in a publication for 
expenses of last year. What you are driving at, I presume, 1s up 
to date for this year? 

Mr. Streeter. Yes. 

The CuarMan. We have it for last year in the statement of ex- 
penditures in the Department of Agriculture. 
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Mr. Branp. It is difficult to make an absolute separation of expend- 
itures outside of Washington from those in Washington, but a very 
close estimate shows that about $124,000 was expended outside of 
Washington during the first seven months of the present fiscal year. 

Mr. McLavenury. How is it a matter of marketing to test the 
waste, tensile strength, and bleaching qualities of the different grades 
and classes of cotton in order to determine their spinning value? 
That is in item No. 41. We have not reached it, but it is right along 
in line with what I had in mind—that some of the things that are 
being done here are not marketing propositions at all. They may 
be directed by Congress. 

The Cuairman. Congress directed that the item be transferred. 
We appropriated for it in that manner, to be transferred from the 
Bureau of Plant Industry to this office here, and, as a matter of fact, 
the knowledge of the tensile strength of cotten is one of the most 
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important factors in the marketing of cotton to arrive at its value. 


Mr. McLavenur. It is not a marketing proposition. 

The Cuarman. I think it would be absolutely. Would you not 
think so, Mr. Brand, as an expert on cotton ? 

Mr. Branp. It is essential information in the marketing of cotton, 
and, in addition, it is essential information in the preparation of 
the standards. We are unable to finally determine our standards 
without these tests as to grade, strength, and length. 

The Cuarrman. And your standards are absolutely necessary in 
the economic and scientific distribution of cotton ? 

Mr. Branp. They are an essential feature of the marketing process. 

Mr. McLaveuntin. That is true as to everything that grows out 
of the ground. 

The Carman. That is true as to all staple products, and we are 
coming to it. You might as well make up your mind to it. 

Mr. Branp. We must have these tests in order to have our stand- 
ards true standards; and the market value depends upon these fac- 
tors. 

Mr. McLavenun. Then we will have to go to work in the market- 
ing proposition and test the seeds of all kinds that are to be sown, 
the breeding of all animals, and all that, as a marketing proposition, 
because all of those products finally reach the market, 

The Cuarrman. That is just what we are doing now. 

Mr. McLavcuun. As a marketing proposition ? 

The Cuarrman. We are doing that under another head. The 
Bureau of Animal Industry is testing out breeding methods, and 
the Bureau of Plant Industry is testing seeds and doing these various 
things. This proposition is to take up the marketing end and dis- 
tributing end of it. 

Mr. Heri. And you have been appropriating money for that 
purpose every year. 

Mr. McLaveéntry. Yes, sir; but I do not think as a marketing 
proposition I have favored it. It does not seem to me to be a market- 
Ing proposition. 

Mr. Heri. They have been carrying on that work with your 
congressional aid for many years. 

Mr. McLavucutyrn. And let it be properly carried on by proper 


officers and under the proper head; but this will result in the mixing 
up of the work. ’ 


—- SS 
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The Cuairman. Mr. McLaughlin is not criticizing the work; he is 
criticizing the division of the functions of the various bureaus of 
the department. 

= McLaveurin. It is not a marketing proposition, in my view, 
at all. 

Mr. Rusey. Referring to the questions asked by Mr. McLaughlin 
and Mr. Anderson about these rural organizations, cooperation, etc 
I desire to call attention of the committee to the fact that this is an 
Office of Markets and Rural Organization, not entirely an office of 
markets. Congress has said that you must go into and study and 
ae in the development of rural organization, and you are doing 
that! } 

Mr. Branp. Yes, sir. 

Mr. Rusry. And you are doing it in these cooperative associations 
that you are working with. I just wanted to bring out that. 

Mr. McLavucuurn. In the organization of boys’ corn clubs or in 
the organization of cow-testing associations ! 

Mr. Rusvey. In such organizations as would lead to better market- 
ing facilities; that is the work of this office. This office is cooperat- 
ing with the view of securing better marketing facilities for the 
products after they have been produced, and these other organiza- 
tions—the boys’ corn clubs and the girls’ clubs—are for the purpose 
of producing better crops and better hogs and all that sort of thing. 

Mr. McLavcuurn. My idea is that they are going back of that. 
That is all right, Gov. Rubey, but here we are going away back, if 
we follow it to its legitimate end, to the very beginning of the grow- 
ing of the crops. 

Mr. Branp. No; we do not. 

Mr. Ruerey. I think Dr. Brand has brought out the fact that these 
cooperative organizations are for the purpose of securing better mar- 
keting facilities, in order that their stuff may be graded correctly, 
so that when it has been graded correctly it may bring a price that 
will correspond to the grade of the product that is offered for sale. 

Mr. Branp. And there is no duplication of work. 

The Cuarrman. You do not touch a crop of any description, as 
I understand your organization, until it is in a condition for sale? 

Mr. Branp. That is absolutely true. 

If there are no further questions, there is just one feature of this 
particular cotton-marketing work that we are carrying on to which 
T want to direct attention, and that relates to the selling of cotton in 
the seed. As you all know, it is the ordinary practice to sell cotton 
after it is ginned, but there has grown up in the United States the 
practice, fostered by various conditions, of selling the cotton un- 
ginned. People think they are getting just as much out of their cot- 
ton in that way. They have not the machinery for determining. 
So we have thought it was a proper activity to determine what the 
facts are. I am not sure that you can see this from where you are 
[exhibiting box containing samples of cotton]. You can certainly 
see the difference between this type and that type. Those two types 
were cold on the same day in the Kingfisher (Okla.) market. This 
[indicating], a strict good middling bale, the better one, brought 
9.62 cents a pound, while the poorer one brought 10.10 cents a pound, 
Still other cases: These were sold on the same day, on November 20; 
this bale sold for 9.65 cents per pound, whereas this one was sold at 
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4.44 cents a pound, a difference of $26 a bale for the same grade, in the 
same market, on the same day. It was sold in the seed, which was a 
gamble, and the producer thought he was doing just as well selling 
that way as the other way, simply because he had not the machinery 
himself to determine the facts. We have determined this difference 
in a wide variety of markets by actually sampling loads of cotton, 
by following the cotton after ginning through to sale, and we now 
have ready for publication the data bringing out the facts and the 
loss to the producer in selling cotton in this way. 

After careful inquiry we estimate that in Oklahoma this year about 
a quarter of a million bales were sold in the seed. The average of 
all our determinations of loss is $6 a bale. So you can figure the loss 
to the grower due to this one mistaken method of selling in the seed. 

Mr. Youne. You do not find that existing as a general practice, do 
you? 

Mr. Branp. We have had careful inquiry made, and it appears that 
this year almost a million bales were sold in the seed. 

Mr. Youne. We have the largest cotton-growing State. In my sec- 
tion of the country it is the exception for the cotton to be sold in the 
seed. Frequently at the end of a season a farmer may come in who 
will not have enough seed cotton to make a »00-pound bale of lint. 
We usually consider one-third of the cotton lint and the other seed. 
When the farmer has a part of a bale the custom is to sell it to the 
gin man or to some neighbor, but taking the whole State of Texas, 
that constitutes only a small fraction of the cotton sold. : 

Mr. Branp. Mr. Young is exactly right. In Texas, with a crop 
of three and a half million to five million bales, they sold, according 
to our estimates, only 190,000 bales in the seed. 

Mr. Brann. The southeastern crop sold in the seed is low—23,000 
bales in South Carolina. 

Mr. Hernixn. How many did Alabama sell in the seed ? 

Mr. Branp. In 1915, 42,000 bales. 

Mr. Canpier. And Mississippi ? 

Mr. Brann. 28,000. 

Mr. Ruzsry. And Missouri? 

Mr. Branp. 47,000, and almost the whole crop in Missouri was sold 
in the seed. That is not a reflection on Missouri. It is true of all 
new cotton-producing territory. In other words, there is an economic 
reason for it, but when the facts are brought to their attention they 
will remove those obstacles, | t 

Mr. Youne. Cotton is sold in the seed more generally in communi- 
ties where gin facilities are poor to the individual farmer. We have 
this peculiar condition in Texas this year: Our season was such that 
we obtained bad results. You gentlemen probably noticed that a 
storm swept all over our State. It caught all the cotton in such a 
condition that the growth then on it was largely destroyed. Several 
weeks after that, cotton took what we call the “second growth,” and 
in my section of the State it put on a very large crop of bolls, but 
a great proportion of those bolls were caught by the frost before 
they had matured sufficiently to open. 

Since I left home I discovered the fact that up in my section and 
adjoining Ellis County the people are gathering those unopened 
bolls, which are sold to men who are in the market and need them, 
The only gin plant capable of handling those bolls is at Paris. They 
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are shipping those unopened bolls over to Paris, and, of course, they 
go through a process of removing the bolls and ginning the cotton. 
That probably would be listed as cotton sold in the seed, although 
that is a condition that never existed in my State before, according 
to my memory. ‘ 

: i? Branp. I did not know that you had Ellis County in your dis- 
rict. 

Mr. Youne. Not in my district, but an adjacent district. 

Mr. Branv. There are 26 farmer-owned gins there, and it gives us 
one of the. best opportunities along this line of promoting better 
methods in marketing and preparation. 

‘The Cuarrman. Your figures show 1,000,000 bales of cotton, ap- 
proximately, last year sold in the seed ? 

Mr. Brann. Yes, sir. 

The CuarrmMan. At an average loss of $6 a bale? 

Mr. Branp. Yes, sir. 

The Cuamman. Which means $6,000,000 loss to the producer for 
lack of investigation. This investigation you have made will be fol- 
lowed by a publication of these facts, so the people may be informed? 

Mr. Branp. To reduce that kind of waste, which we believe is based 
largely on lack of knowledge of the losses that occur. 

Mr. Anperson. I would just like to ask a question for my own in- 
formation. Why is it not easier to determine the value of the grade 
of cotton that is sold in the seed than where it is sold with the seed 
out ? 

Mr. Branp. The cotton trade has developed no expertness along 
the line of grading cotton in the seed. It is very difficult to do. 
Some men say they can do it, but usually when the bale is ginned 
out we find they have only given us the grade approximately, and 
it means a loss of anywhere from 10 to 25 or 50 points per pound. 

Mr. Rusey. I understood you to say that 42,000 bales in the seed 
were sold in Missouri? 

Mr. Branp. 47,000 in Missouri were sold in the seed. 

Mr. Rusry. That would be an average loss of $6 per bale? 

Mr. Branp. Yes. 

Mr. Rusey. I just wanted to bring that to the attention of my 
congressional colleague who has the cotton in his district. 

Mr. Branp. That is all I have to say about this particular project. 

Mr. Herurn. If the boys of the South were taught in the schools 
how to grade cotton it would be of great value to the cotton grower? 

Mr. Brann. It certainly would, and that is the only place where 
we can begin to do any teaching that is really going to take root. 

Mr. Heri. What can you do toward teaching the men how to 
grade cotton by sending out bulletins ? 

Mr. Branv. We do issue bulletins on that subject. We have gotten 

out one on the new cotton standards within the past two weeks, and 
we have previously published bulletins on the grading of cotton 
which have had a very useful effect. 
Mr. Herts. Is this the situation: That the farmer can take the 
bulletin and study it so that when he sees a sample of his cotton, by 
applying that knowledge that you give him, he can judge pretty well 
whether it is middling or ordinary or good ordinary or strict mid- 
dling? 
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Mr. Branp. He can not from those bulletins alone. To attain that 
end we must use the type itself, and we hope to reach more people 
with them through the county agents. They must have the bulletin 
information in order to reason about the matter properly, but they 
must also have the types. / eo 

Mr. Heriin. Have your county agents in every instance types of 
the grades? ; 

Mr. Branp. They have not, and thus far we have not had the time, 
money, or men so that we could attempt to place practical forms of 
the standards in their hands. We are working in that direction. 

Mr. Herrin. If the county agent had these types or standards, he 
could do a great deal toward educating the farmers how to know 
certain grades? 

Mr. Branp. He certainly could. Bee. * 

I may say that, in order that we may do something in that direc- 
tion, we are asking, when that item comes up, for a slight modifica- 
tion in the name of it, so that within our authority we can cooperate 
with the county agents. 

Mr. Wirson. Is it generally known what it costs to gin a bale of 
cotton ? 

Mr. Branp. Yes. 

Mr. Wirson. It is not known what percentage of increase seed 
gives to a bale? 

Mr. Branp. Yes. 

Mr. Wirson. I would not think it would take much demonstration 
to convince a farmer of the profit or loss of selling cotton unginned. 

Mr. Brann. It depends on the grade produced, and you can not 
tell what the grade is before ginning. 

Mr. Wison. Is there any cotton baled and sold that is unginned ? 

Mr. Branp. In the sea-island cotton districts? 

Mr. Wirson. In the United States. 

Mr. Brann. Sea-island cotton, a very long-staple cotton, from the 
Carolina islands, the Georgia and Florida mainland, and to a slight 
extent from the Carolina mainland, is very generally sold in the seed. 
In that case the price of the cotton is so high, relatively, that the de- 
gree of loss is lessened; but we are carrying on work there this year, 
and we believe that it will be found advisable in the matter of more 
equitable distribution of the receipts that that cotton should be sold 
ginned also. 

Mr. Young. Is not that brought about by the fact that they use a 
different kind of gin machinery to clip the lint from this long- 
staple cotton ? 

Mr. Branp. It is involved in that proposition. It is a very par- 
ticular style of cotton and has to be handled very carefully and 
expertly. 

Mr. Anvrrson. To what extent, if any, do the county agents now 
carry types which you have established with a view to imparting to 
the people knowledge as to the grades of cotton? 

Mr. Branv. Only toa slight extent, but fully so far as the giving of 
such information lies in their power; and I understand from Mr. 
Knapp they are trying more and more to select men who can handle 
this type of information as well as producers’ information. 

Mr. Hertry. This work has really just begun ? 

Mr. Brann. It is just beginning. 
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Mr. Howe. Not alone on cotton but on such products as wool, 
which is closely allied to cotton. The marketing conditions are some- 
what similar. I want to ask Dr. Brand if he has made any investi- 
gation of the marketing conditions of wool in the West. 

Mr. Branp. Only to a slight extent, Mr. Howell, but we are hoping 
during the current year to make a beginning. We are cooperating 
with the Bureau of Animal Industry in that work, and they look to 
us to handle the standardization and marketing phases of it in co- 
operation with them. Right in that connection | want to say, with 
reference to some of Mr. McLaughlin’s questions, that we do not 
overlap. All of our projects are submitted to a project committee, 
and if there is any overlapping in plan it is promptly halted at that 
point. We work together with the people who are doing the produc- 
tion work and do not overlap. If there is any overlapping it is very 
slight, owing to making proper contacts. 

Mr. Hower. The marketing of wool is a very large element of the 
cost. The flock master shears his wool, sells it in the fleece, and ac- 
_ cepts offers from various bidders. It seems to me to be a very un- 
scientific method and that there ought to be a field there for the de- 
velopment of better methods of marketing wool, and I would lke 
to call your attention to that fact. 

Mr. Branp. There is an excellent field, and when Mr. Hall pre- 
sents the work of his division on marketing live stock, meats, and 
animal by-products, he will touch upon that question. 

The CrarrMan. Shall we take Mr. Hall next? 

Mr. Branp. If it suits your convenience, I would rather have the 
cooperative purchasing and marketing discussed next. That is the 
next item in the program of work. We are asking a lump-sum 
increase of $18,690 for work relating to the improvement of market- 
ing conditions through cooperative purchasing and marketing, and 
I will ask Mr. Bassett, who is primarily in charge of that project, 
to present the work under it. 


STATEMENT OF MR. CHARLES E. BASSETT, SPECIALIST IN COO0P- 
ERATIVE PURCHASING AND MARKETING, OFFICE OF MARKETS 
AND RURAL ORGANIZATION. 


Mr. Basserr. Mr. Chairman, the project known as cooperative pur- 
chasing and marketing has for its purpose the collecting and dissemi- 
nating of information relative to the way in which producers can 
improve their condition by cooperating in the buying of their supphes 
and in marketing their products, as well as the way in which the 
consumers may cooperate in buying. 

This work was started two years ago largely as a State investiga- 
tion, although in charge of men who had had experience in coopera- 
tive organizations as managers. ‘There are in the United States over 
11,000 farm organizations attempting to do some of this work, and of 
this number about 2,000 are strictly cooperative. 

Mr. Anperson. Right there, I would like to know what you call a 
“ strictly cooperative organization ”! 

Mr. Basserr. One conducted by the farmers for their own benefit 
and with profits divided on the basis of patronage rather than on the 
capital invested. 
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These farmers’ organizations during the year 1914 did a business 
of approximately $1,400,000,000. This work is perhaps shown’ a 
little more clearly by a few charts which I will ask you to glance at. 

This [exhibiting chart] represents the number of elevators. Itisa 
map of the United States, and these dots represent the number of ele- 
vators in the United States. We have in the office a report of some 
1,637 of these elevators. They do an annual business of $234,529,716 
and have a membership of 166,974. 

Mr. Streetz. Iowa is pretty well represented. 

The Cuairman. It seems to be; yes. 

Mr. Basserr. This one [exhibiting chart] represents creameries 
and cheese factories and shows 1,708 that have reported to our office. 
They did a business of over $83,000,000 and have a membership of 
141.786. You see their distribution [indicating]. 

Mr. McLavucuiin. You are putting Minnesota in the black belt? | 

Mr. Bassrrr. Minnesota is one of the leading States. 

Mr. Streeter. Iowa is also pretty well represented ? 

Mr. McLaueutry. What class of people constitute the member- 
ship of those organizations? 

Mr. Bassrerr. Farmers. 

Mr. Heri. In both instances, including elevators? | 

Mr. Bassrrr. I am speaking of cooperative elevators and cooper- 
ative creameries. : ; 

In this [exhibiting another chart] we have fruit and produce 
associations represented, and this includes a report from 871 of these 
associations, doing a business of over 140,000,000, and including a 
membership of over 108,000. 

I have not attempted to show on maps the distribution of other 
organizations, such as cotton, tobacco, live stock, and so on, because it 
is impossible to show them all. 

But on this next chart [exhibiting] I have indicated practically 
all of the cooperative organizations of the United States, represent- 
ing a total of 5,424 that have reported. We only report on those we 
know about. They did a business simply of marketing of somethin 
over $700,000,000 and represent a membership of about 700,000 
farmers and producers. 7 

Mr. Youne. Of various kinds? 

Mr. Basserr. Yes, sir. You see, this is a combination of those 
[indicating] and simply shows the distribution. rae : 

The work on this project is that of giving information to the or- 
ganizations already in existence as to the way in which they can im- 
prove their machinery for doing business. Many of these associations 
are founded upon rather lax business methods and therefore have 
not accomplished all that they might do, and it is the intention of 
this project to show those organizations that are stumbling the 
way in which they can improve their conditions, by introducing bet- 
ter business methods and by taking advantage of new legislation for 
such organizations that are partly cooperative and not organized on 
a capitalistic basis. The idea is to develop those already in ex- 
istence primarily and make them effective, so that they will be- 
come a demonstration to other sections that want to attempt this 
work. We would have a lot of successful organizations in existence 
instead of building up on the basis of a lot of failures. That is the 
outline of our project. | 
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- We attempt to give all that information. Of course, a great deal 
of it is given in answering letters of inquiry based upon particular 
details. Those are received every day—a score at least on an average. 

Mr. McLavueuumn. Have these maps been reproduced and pre- 
pared to be put into publication ? 

Mr. Bassett. Yes, sir; they will be issued in connection with 
publications on market business practice. 

Mr. McLavucuttn. What will that publication be called, so that if 
anyone wants it he can get it! 

Mr. Branp. The title has not been fixed, although the manuscript 
is well along in preparation. We always do send every member of 
the committee a copy of our publications, so that you will receive a 
copy under any consideration. 

Mr. Basserr. While a good deal of this work can be done by cor- 
respondence, the most important work has to be done by personal 
contact. In other words, the men in charge of this work must be 
directly connected with these organizations in order to be acquainted 
with the local conditions and in order to give proper facts. You 
can not give advice at long distance. You have got to get acquainted 
with local conditions. You have got to see exactly how they are do- 
ing the work. In that way you are in a position to give them advice. 

‘As to what has been done and the way in which we work, I have 
explained the work we do by correspondence. We have some bulletins 
which are fundamental; that is, they are based upon certain funda- 
mental principles that we think are essential. Those people who are 
inquiring how they can combine and form new organizations, how 
they can get together and improve their conditions, ask for this in- 
formation, and, where possible, we go and visit them; that is, we go 
and help them. We have done that in a number of instances. 

For instance, we will take Michigan. In Michigan the navy bean 

rowers produce practically all the navy beans in the United States. 

hey were up against a condition that was serious. They were not 
informed as to the crop or as to the market. The result was that 
they naturally moved their crop at once as soon as harvested, and 
the speculators took hold of it. There was a big wave in the price 
every year. That wave was down as long as the growers owned the 
beans, and it would go up as soon as the beans went out of their pos- 
session. This last year, through the activity of this office, in coop- 
eration with the Michigan Agricultural College at Lansing, the farm- 
ers were sufficiently organized to get the information which was neces- 
sary for the marketing of their beans, and as a result, although the 
crop was very light this year on account of disease and weather condi- 
tions, it isnot far out of the way to say that they saved to themselves 
not less than a quarter of ‘a million dollars on their crop because of the 
manner of marketing it. The crop ordinarily runs $2,000,000. This 
year it was much lighter, but on account of their knowledge of con- 
ditions they were able to ask a reasonable price. This price was not 
unreasonable, nor did the asking of this price revert to the disad- 
vantage of the consumer, because the consumer is simply paying a 
fair price. Organization, in other words, does not mean price fixing 
or combination for the raising of prices. It contemplates the mov- 
ing of the crop from the producer to the consumer over the best 


traveled road with the least friction and the least waste. That is 
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the object of an organization. All cooperative organizations are 
founded on that plan—to eliminate waste. That is the whole problem. 

Mr. McLaueuun. In speaking of the extra profit the bean grow- 
ers have received this year you are not speaking at all of the profit 
growing out of the smaller quantity of beans? 

Mr. Basser. I take that into consideration; yes, sir. I do not 
mean, you understand, that we consider the short crop a result of 
these efforts that we have made. But the very fact that the farmers 
did not know in years past what the crop was, made them the prey 
of speculators who did know what the crop was. Knowledge is the 
key to the whole situation. Knowledge is the most valuable thing 
that a cooperative organization gives to the farmers. . 

Mr, Hertin. It is a case of knowing the supply and demand? 

Mr. Basserr. That is it. 

Mr. McLaveutry. Then I would gather from what you say that 
you did not take into consideration the larger price that generally 
prevails? } 

Mr. Basserr. Oh, yes, sir; certainly we did. 

Mr. McLavenun. I mean, in reaching the figures that you gave us. 

Mr. Basserr. I say, as a result of that organization the farmers 
were able to move their crop, and it is estimated both by the gentle- 
men in charge of the work in Michigan and the people themselves 
that there was easily a saving of $250,000 on that crop this year. In 
other words, they would not have received that much had it not 
been for the fact that they had an organization. | 

The Cuarrman. And you took into consideration all facts? 

Mr. Bassrrr. Surely; yes, sir. Coming right to the gentleman’s 
own section, the celery growers of Muskegon, who have been dis- 
tributing their crop by a system which is no system—it is nothing 
but the system of dumping; shipping the crop to a large central 
point and then having it redistributed by numerous agencles—are 
calling for organization. If they can get together and find out 
where that crop is wanted, and ship it there instead of moving it to 
Chicago or Milwaukee or any other central point, they can naturally 
eliminate some of the unnecessary waste which now exists. 

Mr. McLavennin. Muskegon is my home city, and a great deal of 
celery is grown there. You say these gentlemen appreciate their dif- 
ficulty and are asking for help? 

Mr. Basserr. Yes, sir. 

Mr. McLaventr. When was that, and what response have you 
made to that application? 

Mr. Basserr. I made a personal visit there and planned to do 
future work there. That was within about two months, I think. 

Mr. McLavcuiin. Two months ago ? | 

Mr. Basserr. Yes, sir. It was in connection with another trip 
which had to be made, Mr. Mclaughlin, and on that account was not 
a special trip. The growers of Muskegon are trying to work out the 
problem of marketing their celery. 

: Moy Howrtu. Do you collect ‘the figures on the production of 
eans ? 

Mr. Basserr. We have to take the figures that are given us by the 
authorities. | 

Mr. Howrrx. The Bureau of Crop Estimates? 

Mr. Basserrt. Yes, sir. 
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Mr. Howe. And they are available to farmers and others? 
_ Mr. Basserr. Oh, yes, sir. To go a little further, take, for in- 
stance, the work we are doing in the Northwest with the boxed 


apple industry. Right at the present moment in the States of 


Washington, Oregon, Montana, and Idaho there are 520,000 acres 


_ of apples coming into bearing. They are at a long distance from 
the market, with expensive transportation and expensive methods of 


preparing for market. Those people were in a “ disorganized 
organized” condition. They had numerous organizations which 


_ were not competitive in any sense, unless you can use the word “ com- 
petition” to describe cutthroat competition. They realize that the 
very existence of their industry depends upon a more orderly control 


and a more eflicient distribution of the crops in the Northwest. The 
representatives of the Office of Markets and Rural Organization are 
working on that problem and have proceeded far enough so that 
the people of that section seem to feel that there is the basis for a 
good deal of hope. ) 

- The Cuarrman. Let us see if we understand your remarks. You 
find out what the supply of beans is—you are dealing with perish- 
ables, largely ? 

Mr. Bassett. Largely; yes, sir. 

The CHairmMan. You find out what that is, and then you try to 
determine where the point of best demand is? 

Mr. Bassett. That is exactly right. 

The Cuarrman. How do you do that? What is your method? 

Mr. Bassett. We take into consideration all the producing sections 
for that commodity; the time at which that commodity is moved; we 
find the competing sections; we find the consuming sections; and 
then move the crop from the producing point to the nearest non- 
competing point; that is, so as to get an equal distribution. 

The Cuarrman. The older members of the committee will recall 
that six or eight years ago the testimony of the representatives of 
some peach association in Virginia before this committee was to the 
effect that, while the city of Washington was in a state of compara- 
tive poverty with respect to peaches, was paying a tremendous price 


for peaches, and could get very few at any price, at the same 


time, on account of a congestion of freight, they were dumping six 
or eight carloads of peaches into the Potomac River down here at 
Alexandria. 

Mr. McLavueuutn. Yes. And I have seen photographs of orchards 
in Michigan with the fruit hanging on the trees frozen, the price 
available to the farmer not being large enough to justify the picking 
of the apples; and we know there are innumerable places, or were at 
that time, where the people were hungry for the fruit and paying 
exorbitant prices for it. 

The Cuairman. Yes. You are attacking that problem? 

Mr. Basserr. That is it exactly. The lack of information as to 
where those peaches are wanted is largely the basis of the plight 
that exists. Mr. McLaughlin has described a condition that I am 
acquainted with. I am a fruit grower from a region near his. 

The individual fails to have that information; he can not afford 
to get it; it costs too much money. So the basis of our whole market- 
ing scheme, we feel, is the cooperation of farmers to secure that 
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information which organizations can secure in detail where an indi- 
vidual could not afford to do it, and then move that crop in an 
orderly manner to supply the demand as the market makes it. 

Mr. McLavenuin. Mr. Bassett, yesterday I spoke to Mr. Brand 
of a resolution passed by a local grange in my district, at Traverse 
City, suggesting the advisability of Federal legislation for inspec- 
tion of fruit at the shipping point, and setting out some of the 
difficulties they had had. You are familiar with that? 

Mr. Basser. Yes, sir. rey 

Mr. McLaveutin. About the condition of the fruit when it is 


shipped, the prices paid, and the conditions reported at the receiv- 


ing point, etc.? If you have charge of that line of work or are able 


to give me something by which I can properly answer the inquiry 


of that grange, I wish vou would do it. 
Mr. Branp. Mr. McLaughlin, if I may interrupt, that work is 
handled in connection with another project and will be dealt with in 
connection with that project, and we will be glad to respond. Pre- 
liminarily, I will say that we believe that is a field to which we 
should go with our investigational work during the coming year. 
We are not advanced to a point where we can say an appropriation 
should be made for an inspection service, but it does begin to appear 


as though there were no effective way of treating producers in far-- 


away sections rightly without some disinterested inspection service. 
But that is a matter for future work rather than of present work, 
and we believe that gradually from year to year we will be coming 
before this committee and making suggestions. 

Mr. McLaveuuin. You spoke of something you had been doing, 
though, in that particular line in connection with telegraphic work 
in finding places of production and markets for fruit. 

Mr. Bassett. Yes, sir. 

Mr. Branp. Will you explain that briefly ? 

Mr. Bassrrr. Just to show you the constructive policy of this 
project, take, for example, the situation right in the vicinity of the 
chairman’s home, near Ridgespring, near Trenton, S. C. That is 
the center of one of the largest green asparagus producing sections 
that there is in the Southeast. The growers there were in a condi- 
tion where they were so discouraged from lack of any system of 
marketing that they were actually pulling up their asparagus beds. 
And that means a big thing, because some of them there have as high 
as*100 acres of asparagus. By giving them that aid and showing 
them exactly how they might organize to grow their asparagus, to 
pack it properly, and then distribute it to the points that would not 
be reached by the competing producing sections, they are able to 
hold their industry and to make it profitable. 3 

Now, in that statement I am anticipating somewhat, because the 
work has only recently been done, but from the form of organiza- 
tion which has been perfected there, including, as it does, over 85 
per cent of the acreage of the green asparagus district of South 
Carolina, we think it certainly will give them a distributing system 
which will save the industry and make it somewhat profitable, re- 
placing the present destructive condition that is really upsetting the 
whole business. 


The Crairman. Practically all of the asparagus growers have 
come into that organization. 


= a eae 
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Mr. Basserr. Yes, sir. We had meetings at Ridgespring and 
ak At Trenton we had 80 per cent of the growers in that 
section. 

The’ Crarrman. You found Senator Tillman a large grower? 

_ Mr. Basserr. Yes, sir. Senator Tillman was away at that time, 
but his son was there. 

Mr. Younc. Along the Rio Grande section of Texas there is an 
onion belt, is there not? 

Mr. Basserr. Yes, sir. That has been given some assistance but 
not as much as we had hoped to be able to give it. There has been 
such an enormous call for help. That will mean something in the 
future. If we can develop the Northwest apple situation and save 
that industry and show how the farmers can do that work, it is 
going to help the Maine potato growers; it is going to help the citrus 
growers of Florida; it is going to help the farmers of the South. 
In other words, it is a demonstration. We do not expect to carry 
this to everyone. We can say to them, “ Others have done it; you 
can do the same.” 

The Cuatrrman. Mr. Bassett, I think this is a wonderful work you 
gentlemen are undertaking. I have felt all the while that there was 
one thing you ought to guard against (and I am saying this for the 
benefit of Mr. Brand and your entire force here) and that is that you 
may run so fast that you will get your legs tangled up and fall down 
on some proposition. Now, I think it is exceedingly important that 
you do not overrun yourselves. I presume you have had that ex- 
perience asa boy. We do not want this organization to grow so fast 
that it is going to tangle itself up and smash somewhere. 

Mr. Basserr. We have a pretty good governing force right 
— with us. 

Mr. McLavcuturn. If they are getting real results they can not get 
them too quickly. 

The Cramrman. But you can appreciate how a new organization 
may grow too rapidly. 

Mr. Branp. We have tried to guard against exactly that, Mr. 
Chairman, and we have never come before this committee without 
threshing everything out and feeling absolutely sure that the funds 
we were asking for would be well spent and would return large divi- 
dends to the country. 

The Cuatrman. I feel that way myself. 

Mr. Basserr. The work we have atempted to do in addition to 
what I have mentioned includes working with the cotton growers of 
Chadbourn, N. C. The question might naturally be asked whether 
specialists in organization work can handle the proposition, but we 
must realize that cooperative organization is a power plant. We do 
not deal so much with the details of the crop. The organization 
furnishes the power to move the machinery, and the same power 
plant for a cotton factory would do to run a steel plant up in 
Pittsburgh. 

Mr. Axperson. The fundamental principles, in other words, are 
practically the same whether you are dealing with cotton or with 
wheat ? 

Mr. Basserr. That is the point. We do not enter into the details 
of growing the cotton, but we do know something about human 
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nature and how to handle it, or we think we do, and we hope to 
handle those people so they can handle themselves. 

The trouble with these organizations is this: They have been run 
on sentiment rather than on business. ‘Too many of them are organ- 
ized just because it is a good thing to get together. ‘They do not put 
enough of good business machinery into it to make the thing go, and 
when the first little bit of sand gets into the machinery it 1s gone. 

The Cuarrman. Mr. Bassett, is the percentage of failure of coop- 
erative organizations at this time as great as it formerly was, say, 
kO or 15 or 20 years ago. t 

Mr. Basserr. No, sir. The great trouble with cooperative organi- 
gations in this country in the past has been along the line of coopera- 
tive stores. That scheme had a wonderful boom for a time, and then 
eame a wonderful failure. 

Mr. McLaveurrn. Do you find any complaints on the part of 
dealers of the organization of these cooperative buying companies? 

Mr. Bassrrr. There are some; yes, sir; but we try to handle those 
ina proper way. If you can find a way for a man to do for himself 
what he is hiring some one else to do, and do it better and cheaper, 
it is his business to do it. We feel that any man who opposes that 
¥s on the wrong track. In other words, if a man is employing some- 
body to sell his crop and through organization he finds he can do 
it better or cheaper, or both, it is his business to employ the agency 
that will serve him best. 

Mr. McLaveuriyn. You spoke of selling. ) 

Mr. Basserr. Buying, if you please, cooperative buying—the way 
in which farmers may cooperatively buy in car lots the supplies 
which are necessary for their farming. In other words, the purchase 
and storing up of material in a section for spraying fruit trees, or of 
fertilizers, or of binder twine, or whatever may be necessary, and 
arranging for the necessary finances at the bank, rather than buying 
of a merchant who has to extend credit—we think that is fundamen. 
tally correct, and we attempt to show how that is done. 

Mr. McLaveuuin. Do you know of any gentlemen connected with 
you who know anything about this so-called monopoly of the sisal 
mdustry and the binder-twine industry ? . ales | 

Mr. Bassett. I do not know particularly. Ihave heard of it; that 
is all. I know that this condition has been in existence a good many 
years, sir. 

Mr. Anvrrson. Not this particular monopoly ? 

Mr. Bassrrr. Not this particular one; no, sir. 

Mr. Anprrson. There has been, as I understand it, an importing 
and selling monopoly in this country, but I think there is not a 
monopoly in the sense in which it now exists. 

The Cuamman. You have no evidence of that? 

Mr. Basserr. We have no evidence; no, sir. segs 

Mr. Branv. That is the subject which we understand from the 
wewspapers is under investigation by the Department of Justice. 
W e have not carried on any investigation. mn 

The Cuarrman. This matter was referred to when we had the 
gentlemen from the Bureau of Plant Industry here. 

Ts there anything further, Mr. Bassett 2 

Mr. Basserr. I would be glad to answer any questions. 
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Mr. Axprrson. You are able to go out among a bunch of farmers 
and tell them what is the best plan of organization for the particular 
purpose which they have in mind ¢ 

Mr. Basserr. We go further than that, sir. We draw plans for 
them, and they are submitted to the solicitor of our department to 
be passed upon as to their legality. We absolutely draw the consti- 
tution, by-laws, and plans of procedure and have those submitted to 
our solicitor, who passes upon the legality of them. 

Mr. McLaveuurn. Do you know anything of the result of that co- 
operative operation up at Traverse City? 

Mr. Basserr. Yes, sir; I know considerable about it. They have 
had more or less trouble, of course 
es McLaucuun. They effected an organization in the spring of 
1 ¢ 

Mr. Basser. Yes, sir. Mr. Ellsworth is the manager. 

a one McLaveutr. In a general way, can you tell what they have 
one? 

Mr. Basserr. They have done fairly well. They expect to extend 
their operations to quite a large extent, and our office has rendered 
them assistance in another project, but not in the organization. 

The Cuairman. We are very much obliged to you, Mr. Bassett. 

_ Now, Dr. Brand, the next subject is market surveys, methods, and 
costs. It is page 413 of the program book. 





STATEMENT OF MR. CHARLES J. BRAND, CHIEF OF OFFICE OF 
MARKETS AND RURAL ORGANIZATION—Continued. 


Mr. Branp. The chief work under the project: of market surveys, 
methods, and costs includes the following: 

First. Studies of consuming capacity of large markets. 

Second. Sources, movement, distribution, and price fluctuations. 

Third. A study of the efficiency of marketing agencies, of which 
there are many different types. 

Fourth. Studies of the relation between prices and supply. 

Fifth. A comparison of marketing methods. 

Sixth. Survey of market services. 

Seventh. Monthly reports of cold-storage holdings, of apples par- 
ticularly, which we hope to extend to other products as we are able 
to take care of them properly. 

In the work on commercial production and movement during the 
past year we have given our chief attention, as I told the committee 
we would, to certain definite crops, in order to work out certain 
principles. The crops we worked with were strawberries, tomatoes, 
cantaloupes, peaches, and, to a slight extent, Northwestern pears. 

We have mapped the areas of commercial surplus production in 
_ these four crops, and have published four bulletins, the first of the 
kind that have ever been published in the United States, mapping 
this sort of activity, so that you can refer to the map in the bulletin 
and know the areas of commercial production of these four crops. 
We hope to extend this work in the coming year to numerous other 
crops. 

We have secured from the railroads, through their cooperation, 
the total car-lot movement from practically every one of their sta- 


tions for these crops—14,553 cars of strawberries, 11,995 cars of 


86 AGRICULTURE APPROPRIATION BILL. 


fresh tomatoes, 16,401 cars of cantaloupes, and 27,994 cars of peaches, 
which we have been able to locate as to their exact source. This is 
fundamental information. If we are going to improve marketing 
and distribution, we have to know where the product is coming from 
and then study the natural outlets for it. 

Mr. Anperson. To what extent has the work you are doing in 
finding markets and making available information relative to the 
crop movements resulted in establishing a uniform price throughout 
the year? 

Mr. Branp. The work has not gone far enough yet, Mr. Anderson, 
with reference to general projects so that we can say very much on 
that specific point. But we can say that the cantaloupe growers 
found that as the result of the work they were able to distribute 
direct to consuming markets to a degree they have never been able to 
accomplish before. The tomato producers in the Jacksonville, Tex., 
Association found they were able to ship to many new markets which 
they had never been able to get into before. So that, as a necessary 
by-product of a better distribution, I have no doubt in my mind that 
such a stabilization of prices has occurred. 

Mr. Anprerson. Have you made any study of the question of the 
relative economic value of a stable price as compared with a’fluctu- 
ating price? 

Mr. Branp. To a slight extent. We have done that more in con- 
nection-with staple than with perishable products. 

Mr. Anverson. I have a sort of notion in my own mind that as an 
economic proposition it is more desirable to have as nearly a uni- 
form price throughout the year as possible than to have prices fluctu- 
ating from a high point to a low point, and vice versa. — 

Mr. Branp. We are getting information on that. We agree with 
the point of view you have expressed, and we believe that as a result 
gh more Fee and better controlled distribution those results 
will be secured. 

Mr. McLaveurin. You spoke of learning the source of a number 
of thousand cars of different kinds of products. That may be of 
very little value unless you are able to influence the shipment of 
them to the best markets. Do you know to what extent you are able 
to influence the shipment of those particular thousands of cars? 

Mr. Branp. Yes. We have had some very definite influence in 
that respect, Mr. McLaughlin, through the market news work, which 
during the past year has been handled as a part of this project. For 
the ensuing year we are attempting a separation of that work into a 
definite project of itself. Mr. Sherman will discuss that in consid- 
erable detail, SO I am quite sure you will get complete information on 
that point. We have been able through the information we have 
secured to guide the products to the markets where they were needed 
in a far larger measure than has been the case hitherto in reference to 
particular products on which we have worked. 

Mr. Youne. You spoke of the J acksonville tomato industry. 
Have you been called on in the past year by that industry ? 

Mr. Branp. Y es; and we have had a new call for the coming year. 
A gentleman from Texas was in my oflice yesterday asking for an 
extension of our work there. Of course, the aim always is to work 
from the place where we have a groundwork into the new places, 
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and so we shall carry on work again with reference to tomatoes in 
that section and extend it to tomatoes in Mississippi and all the com- 
mercial tomato-producing sections. We have not yet looked after 
the Florida crop. 

The CHAIRMAN. Mr. Brand, I notice that in this particular project 
you estimate a decrease of $10,100. Is that taken care of in the item 
for collecting and distributing daily information by telegraph, mail, 
and otherwise? . 

Mr. Branv. Yes, Mr. Chairman; it is. 

The Cuairman. Now, who will present this particular item in de- 
tail, or do you care to ‘hhave it presented ? 

Mr. Branp. We prefer to go through the projects under the mar- 
keting and distribution item first, and Mr. Sherman will present 
that later, if that suits your convenience. 

. The Caarrman. Very well. 
Mr. Branp. Under this project we are also studying the consuming 
capacity of markets; and that, in part, is in the very direction that 
Mr. McLaughlin was speaking of—determining how much great indi- 


vidual terminal markets consume. For instance, in the matter of . 


these very crops that we have specialized on, in order to complete 
our current work with reference to them, we have found—of straw- 
berries, for instance—that St. Louis consumes 1.85 quarts per capita; 
Kansas City, 3.15; whereas Boston consumes 10 quarts per capita. 
You see the possibility of market expansion in markets where the 
consumption of particular fruits 1s too low. That is due to a wide 
variety of causes, but Just calling attention to the facts stimulates 
the distributors to go into the proper markets. 

Mr. McLavouttn. That covers a series of years, does it ? 

Mr. Branp. This covers a particular year, although we have also 
secured figures as to others, which are checkable, In a way. 

Mr. McLavcuir. What year does this cover? 

Mr. Branp. That is the consumption for 1915. This work is go- 
ing on constantly. Reports are coming in all the time and the data 
are worked up just as rapidly as possible. In the matter of. the per 
capita consumption of cantaloupes, we find that St. Louis consumes 
4.99: Chicago, 6.35; Kansas City, 7.68. Thus we can tell whether we 
are suffering in certain cases from overproduction or underdistribu- 
tion, and we know where to begin to distribute, too. 

The question of price fuctuation we are studying and have been 
studying during the past year through our market reporters. We 
have kept market reporters in from 20 to 25 of the great markets 
through the perishable season. These men have carried on various 
activities. We try to combine all the activities we can for the sake 
of economy, and, among other things, they have studied this question 
of the relation between price fluctuation and the possible manipula- 
tion of supply, and things of that sort. 

We have also been studying the costs, making analyses of the costs 
in the distribution of specific carloads of things. We have traced 
91 carloads from production through to final sale to determine where 
the costs are accruing, what the costs are, and whether they are rea- 
sonable or unreasonable. Naturally the amount traceable in the case 
of a given car diminishes very rapidly as you approach the constimer. 
But in one case at least we were able to trace 96 per cent of the car- 
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load, and we are locating the expenses in the hope that we can elimi- 


nate cost and waste and overcharges through the getting of this kind 
vf information. 


Mr. Anprerson. You are practically doing in the market what the 


manufacturer does in his plant—segregating the elements of cost, 


so that you can, by knowing exactly what the particular service costs, | 


either reduce that cost or perhaps eliminate it entirely. 
Mr. Branp. Yes. The surveys of available supplies are carried 


on not only through the railroads but through the cooperative organi-— 


zations, the shippers, distributors, and large producers. We try to 
handle all of our propositions as far as we cam as a whole. We have 


divided them up in the project book for convenience of handling, but — 


we try to use all our men in every possible way to reduce the necessity 


of putting a new man on and to keep everyone informed as to what is | 
going on in every respect. For that reason we do not believe in too 
fine a division of the work. We try to handle these things together ~ 


just as much as we possibly can. For instance, we get points from 
Mr. Bassett that are exceedingly valuable even on cotton. We get 
points from the market news men that are equally valuable to Mr. 


Bassett. We try to utilize all those points to produce the result we — 


want. We try to encourage the organization to make it more efficient. 
We may even impose it as a condition, “ We will help you by giving 


you this market-news information if you will get together and make | 


it an efficient organization, but if you do not get together we do not 
see how we can help you.” We try to utilize all our various lines of 
activity to produce the result that is desired. 

That is practically all that need be said about this particular pro- 
ject. There is much more that could be said. There are other points 
that will be brought out. ) 

Mr. Anprrson. You think, then, that too high a degree of special- 
ization in your different offices results in wasteful use of time ? 

Mr. Branp. I think so, Mr. Anderson. For instance, this com- 
mittee, recognizing that principle with reference to the cotton work, 
combined three activities, and we were able to reduce the estimate 
instantly because we could use the same men and shift them about 
wherever they were needed. I might say in passing that this re- 
sulted in extraordinary efficiency. Tt prevented us from, we might 
almost say, disgracing ourselves when the New York Cotton Ex- 
change dumped last May 35,000 or 40,000 bales of cotton upon us 
to be classified under the cotton-futures act. We were able to take 
all the men and throw them into that one job, and we got the accounts 
back to New York so quickly that they are still surprised. | 
_ The Cuarrman. I will say that they were dumping it in that way 
for the purpose of trying to break down the cotton-futures law. I 
do not ask you to answer that; I make that statement on my own 
responsibility. ‘ 
haat. McLaventiy. How do you learn the quantity of apples held 
in cold storage ? : ' 

Mr. Branp. That, as I explained last year, is solely on voluntary 
reports. But I am able to say this year that we have now a very 
large majority, I think, of the cold storages reporting, so that the 
report is far more valuable. There were 410 storages voluntarily 
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reporting this last month, so we are getting very much better in- 

Beaton. There are not more than 600 in the country that store 

apples. 

Mr. McLaveurry. And do some of those refuse to report 4 
~ Mr. Branp. Yes; the rest of them have refused, We have asked 
them all. Some time we may suggest to this committee that it might 
be worth while to give us authority so that we may require such 
reports. That is proper information that should be in possession of 
the people as a whole. But we are vetting all the results that we can 
take care of now. — | 

That is all I have to say on this particular project. 

Mr. Rusey. I want to ask youa question, Mr. Brand, and in ordet 
to bring it before you I want to submit an illustration in reference 
to the marketing of apples. I have in my home county a very large 
apple grower. He ships those apples to some market in a distant 
State. He consigns them, we will say, to some man who distributes 
them. Now, his complaint is that the consignee makes a report to 
him of the sale of those apples, but he has absolutely no way of 
checking up what he has done with them. He has sold them out to 
different retailers here and there. That is a situation that ought to 
be corrected in some way. I have thought of correcting it by having 
a law passed by Congress compelling these commission men to make 
« detailed report of the sale of the product consigned to them, giving 
the name and address of the parties to whom they were sold, te- 
gether with the price, so that the man who sells his apples and con- 
signs them may have some method of checking up what has become 

of his product. ; 

I want to ask whether or not you have got far enough along in 
your investigations to take up that sort of situation and what you 
have to suggest in reference to it. 

Mr. Brann. That is brought to our attention almost daily, some- 
times many times a day, and we have given it a good deal of thought. 

Our first remedy is uniform accounting methods for distributors 
_ engaged in any such handling of perishable products. Once we have 

a uniform accounting system—which the railroads already have, 

under the Interstate Commerce Commission—which is thoroughly 
practicable, and believed to be practicable by the best commission 
_ men, we will be able to check those things pretty accurately and very 
quickly, and it will be easy for those distributors in necessary cases 

to get that information. We doubt the advisability of requiring it 

of everyone, because that makes a lot of work, where there is no 
abuse, but we do believe that it should be reached so that where 

there is abuse there may be reports. 
| Mr. Rusry. You can specify in the law that these reports shall be 
~ made when demanded by the shipper. 

Mr. Branp. Yes, sir; that is very easily handled. 

Mr. Lesuer. I think the State of Pennsylvania has a law to that 
effect. In case you want that information you have a right to go to 
their books and get it. 

Mr. Branp. Mr. Mcomaw, one of our experts, is present. It 1s 
possible he may give some practical statement on that point if the 
committee cares for it. , 
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STATEMENT OF MR. C. W. MOOMAW, SPECIALIST IN COOPERATIVE 
PURCHASING AND MARKETING, OFFICE OF MARKETS AND 
RURAL ORGANIZATION, 


Mr. Moomaw. I might say that the case which Mr. Rubey cites is 


an illustration of bad marketing methods on the part of the farmer.. 


It may be possible for him to supervise the sale which the commis- 
sion merchant may make for him. ' 

Mr. Rurey. He tells me that once in a while he will accompany a 
shipment of apples to market, and that when he is on the ground he 
knows he gets a great deal more for his apples than when he sumply 
consigns them; but it is not economical for him to go with his 
shipment every time. ; ; 

Mr. Moomaw. That suggests a difficulty, Mr. Rubey, which we meet 
with in marketing all these perishable crops where it is so easy for 
the commission merchant or other agent to report « bad condition 
when a bad condition does not exist. Our suggestion invariably in 
such cases is that, if there is sufficient fruit or other product in the 
community where the grower lives, he should attempt to cooperate 
with his neighbor in providing for uniform standards for the ship- 
ments out of that community and for an experienced man to attend 
to the marketing. Just how that difficulty you suggest may be 
overcome otherwise I can not say. ) 

Mr. Rusry. This gentleman to whom I refer is an experienced 


fruit grower. He is a member of the Board of Agriculture of Mis- — 


souri and one of the best-known fruit men in Missouri. When he 
ships out a carload of apples he knows exactly what he is shipping. 

Mr. Moomaw. But he does not know what kind of a deal he is 
getting ? | 

Mr. Rusey. No. 

Mr. Moomaw. He is personally unable to get out and follow all 
his shipment in the market, whereas if he belonged to a cooperative 
organization with an efficient, experienced sales force they could 


probably sell that shipment f. o. b. shipping point rather than con-- 


sign it. Really, a cooperative organization is about the only sugges- 
tion you can make to overcome such difficulties. 

Mr. Rosey. Do you think it would be impossible to pass a law 
compelling the commission merchant to keep a record of all those 
sales and furnish it when required 2 

Mr. Moomaw. I think such service on the part of the commission 
merchants is only just to the farmers. The commission merchants 
claim in conducting these sales in the movement of tremendous 
quantities of perishable products that a large part of their sales 


are frequently made for cash and they do not make a record of the 


name of the party who buys. Just to what extent ‘that could be 
overcome I can not say, because I have not worked at apple market- 
ing from the commission end, 

Mr. Anverson. Is it not a fact that cooperative organization is 
the remedy for pretty nearly all of the difficulties which have been 
suggested here during the consideration of this subject ? 

_ Mr. Moomaw. In very large measure, Mr. Anderson. A coopera- 
tive organization can apply successfully in a community only when 
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that community grows products in sufficient quantities to justify the 
marketing of them in a wholesale way and to justify the employ- 
ment of experienced men to conduct the business. 

The Cx1airMAN. Cooperative effort has solved the problems of the 
peopl of most of the other countries in which those problems have 

een solved. 

Mr. McLaventin. What do you say in answer to my question 
about the difficulty confronting the fruit growers in my district— 
BnDne who suggested Federal inspection at the point of shipment, 
etc. ! 

Mr. Moomaw. There have been several demonstrations -in the 
States, Mr. McLaughlin, as to what can be done by official or semi- 
official inspection. I have in mind a large district in the Pacific 
Northwest, one of the largest apple-growing districts in that section. © 
They passed a law in the State providing for standards; that is, 
standards of grade and pack before the shipments were made. They 
realized that probably a great deal of their difficulty in the markets 
was due to their failure to put this fruit up in proper condition for 
market. . They found that out through organization. So the State 
passed a law, and in this section they organized a league of the 
erowers to enforce this inspection in the district. The State did not 
pay for that service; it was paid for by the shippers. The inde- 
pendent agents and the cooperative organizations in the district 
agreed to set aside a certain sum per box to pay for this inspection. 
That service has proven to be a guaranty to the trade, and it is 
claimed they have been able to make very much better sales on the 
strength of the guaranty and the State certificates which went along 
with the cars. 

Mr. McLavcuiin. These organizations which you speak of could 
only operate at large shipping points, and 1f inspection were made 
by any authority it could only be at large shipping points. Is not 
that true? 

Mr. Moomaw. I do not know just what quantity of fruit is shipped 
out of Traverse City. Mr. Bassett tells me it is a very large shipping 
district. 

Mr. McLavennin. But in a State like Michigan there are in- 
numerable stations from which shipments are made. I do not see 
how it would be possible to reach any considerable number of them 
by any kind of organization—by any kind of even local inspection, 


to say nothing of Federal inspection. Do you’ 











Mr. Moomaw. It can be done in the commercial districts. There 
are some fruit-growing districts, Mr. Mclaughlin, where no great 
quantities of apples are grown, and. those people will always have 
difficulty, because, in the first place, to be successful they must be 
known as commercial producing districts and must ship in sufficient 
quantities to justify organization. Of course, it would be better for 
those districts if they could secure outside inspection which somebody 
else would conduct, but, of course, it would involve tremendous ex- 
pense on the part of the Government if it undertook to inspect all 
these apples. 

(Thereupon, at 12.40 o’clock p. m., a@ recess was taken until 3 
o’clock. ) 
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AFTER RECESS. 


recess. 


STATEMENT OF MR. CARROL T. MORE, IN CHARGE OF MARKET 
GRADES AND STANDARDS, OFFICE OF MARKETS AND RURAL 
ORGANIZATION. 


The Crarrman. Mr. Brand, suppose you take up the next project, 
which is called “ Market grades and standards.” . Pre 
Mr. Branp. In that case, Mr. Chairman, -we are asking for an in- 
crease of $18,120, and I will ask Mr. More, who is in charge of this 
“matter, to explain the work in connection with the program book. | 
Mr. Morr. The object of this project is to aid in the better market- 
ing and distribution of farm products by encouraging and educating 
growers and shippers to properly prepare their products for market, 
and to aid eventually through the national standardization of mar- 
ket grades, standards, and packages; all of this to eliminate the pres- 
ent waste in marketing. a op 

The work under the project includes studies of the present meth- 
ods of preparing products for market—the efficient and inefficient 


methods of gathering, grading, and packing, handling, and shipping — 


these products. The study and comparison of State and city laws 
governing the grading, packing, containers, and the marking of 
these products is undertaken. A special study is made of all types 
and sizes of packages used for these products to determine the best 
ones to be used or those which are the strongest and best fitted for 
the various products. I believe the eventual aim should be to elimi- 
nate a large number of superfluous and unsuitable packages. , 

A special study of the handling, grading, and shipping of potatoes 
and sweet potatoes has been made. The sweet potato grading work 
was taken up in the State of Arkansas, where temporary grades 
have been adopted by growers and shippers for use this season. 

Perhaps a picture of some of those grades would be of interest. 
This, for instance [indicating] shows the present method of grading 
all sizes and types mixed, and at this end the grades as they should 
be graded out. . 

Mr. Steet. What particular vegetable is that? 

Mr. Morr. That is the sweet potato—prime, choice, and jumbo 
grades. The last is sold more for canning purposes, and then next 
the seed potatoes as they are taken out. 

Mr. Branp. I think you ought to emphasize, Mr. More, that these 
are the grades which we have suggested to the people and which 
they have adopted. 

Mr. Morr. Yes. They have been worked out not only after in- 
vestigations in the sweet potato sections—actually grading out the 
product to see what is possible and practicable—but they have been 
submitted to the trade in the cities; and the grades have given, you 
might say, perfect satisfaction there, meeting the market demands 
In every way. : 

The Cuarrman. So much so that the trade has adopted them? 

Mr. More. The trade will adopt anything that is an improvement 
in grade. It is only up to the producer to start it. 


The committee met at 3 o’clock p. m., pursuant to the taking of 


ee 
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Mr. Sreeve. Where do you raise those little sweet potatoes! 

Mr. More. That shows the culls taken out of the better grades. 

Mr. Streetz. I say, where did you raise those? | 

Mr. Morr. Those were raised in Arkansas. They are the size 
that are used for seed, however. One man who has graded sweet 
potatoes in a similar manner, but before these grades were adopted, 
was successful in getting $1.25 a bushel crate in St. Louis for them 
last season, while the ungraded were ‘selling at $1.25 for a 2-bushel 
bag in the same market. 

Special work has been done on grading, packing, and handling 
boxed apples, and also on barrel apples. The barrel apple investi- 
gations followed the handling operations from picking time through 
until they are in the car, to ascertain the best and most economical 
methods of picking, handling, grading, and packing. We must know 
~ the best methods, and also wish to develop the best possible and prac- 
ticable grades. 

A study is contemplated of the community packing-house method 
of packing apples or other products as compared with the individual 
growers’ packing, to show, if possible, where the cost of preparing 
for market can be lowered or the quality improved. It is believed 
that by handling through community packing hotses better results 
can be obtained than when the individual grower does the packing, 
as he does mostly at the present time. 

An attempt is made to show the growers through personal con- 
tact, correspondence, and bulletins the need of better grading and to 
encourage better grading and handling. Tt is desired to make demon- 
strations in producing sections along this line, and to carry the re- 
sults of our investigations to determine the best methods right to 
the grower, or at least to reach him through his marketing organiza- 
tion. It is desirable to study the market receipts in the larger cities 
to find what sections are practicing efficient or inefficient methods in 
their preparation of products for market, and see to what extent the 
losses now reported by the dealers are due to the lack of proper 
preparation. It is thought that publicity concerhing this waste on 
the markets would help in encouraging better methods on the farms. 

The result of these studies has been to develop information on this 
grading and handling of perishables, some of which is now a vailable. 
More will be available as time goes on to aid our many growers to 
better prepare their produce for market. 

Bulletins have been prepared on “ Marketing Maine potatoes” and 
“ Suggestions for parcel-post marketing,” showing standards that 
should be used by both producer and consumer in dealing under this 
direct market system. Another bulletin on the “ Commercial grading, 
packing, and shipping of cantaloupes” has been published, and simi- 
lar bulletins on potatoes and barreled apples are being prepared. 

The work in connection with packages includes investigations of 
the boxes, barrels, crates, hampers, and various other packages used 
for farm products. It has been carried on in the produce sections 
and the markets. Some very interesting and valuable results have 
been secured by working with the package manufacturers’ associa- 
-tions, who are also working toward the standardization of these pack- 
ages, to eliminate the short and unnecessary packages, and to arrive 
at proper standards for containers for perishables. 
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Mr. Srrete. Now, Doctor, about potatoes. For instance, take 
northern central Nebraska. Up there they raise a good many pota- 
toes in that sod—sometimes 300 or 400 bushels to the acre. Men 
come up there and buy these potatoes, and they have cars switched 
out on the sidetracks. ‘The farmers begin to haul these in by wagon- 
loads, and there are many buyers there buying for different coun- 
tries and different places—for St. Paul, Chicago, or whatever 
market to which these buyers of carloads want to send these pota- 
toes, where there has been a scarcity of them. If a man came in 
here with a load of potatoes from his farm, would it be the purpose 
of your division to send a man up there to tell him just exactly 
what grade of potatoes he had? 

Mr. Morr. I do not know what the custom is there at present. 

Mr. Sreete (interposing). I want to know what your line of 
thought is—what you are going to do with the farmer that comes in 
with his wagonload to-day. He is going to bring a load to-morrow, 
and maybe four or five loads. These buyers are buying on the 
track and paying so much a bushel for certain classes of potatoes. 
They are all going to be about the same grade, are they not? 





Mr. More. Our,investigations along this line on the potatoes—— 


Mr. Srrere (interposing). Here is the thought I had. After 
this man has got his car loaded and goes to market, are you then 
going to tell him just how to grade his potatoes in order to get 
the best price for them ? 

Mr. Morr. No, sir; the grading should take place before they are 
brought to the car. | 

Mr. Sreeve. How are you going to grade a wagonload of po- 
tatoes? 

Mr. Morr. The idea is to establish grades, the same for potatoes 
as for cotton or corn. 

Mr. Streetz. This year you have lots of potatoes, because this has 
been a good year, and the potatoes would grade up to be a large 
size. Next year you may have a drier season and then you would 
have another grade. ) 

Mr. Mors. No; there is no reason for a change of grade because 
the seasons change. 

Mr. Steet. Are you going to grade by the size of the potato? 
Are you going to run them through a sizing machine? 

Mr. Morr. That is probably the most economical way; however, 
that is done only as a matter of economy. The minimum or maxi- 
mum size must be taken into consideration and also the amount of 
defects. If there are any with common scab, or late blight, or 
any frosted potatoes, they would have to come out of the first grade, 
while a second grade might, I should say, Include a certain percent- 
age of common scab or otherwise defective potatoes and some pota- 
toes showing second growth. | 

Mr. Srerie. If there is no scab in that neighborhood or in that 
part of the State, and they are nice. clean potatoes, are you going 
to spend much time there in grading the potatoes in that locality? — 


Mr. More. Probably one grade might call for a good average run 


of size—an average size of potato for the variety 
Mr. Srrete. Would you think it was economy for a man to size his 
potato? T am possibly thinking of a different type of potato grower 
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from what you have in your mind. Now, the potato growers that 
I have in mind have potato planters, and then they have potato 
sprayers. That work is done by horse power. Then they have a 
potato digger that digs the potatoes and elevates them right up into 
the wagon, and the wagon starts off to the car to be loaded, 5 or 
10 miles away. How would it be possible for them to grade those 
potatoes? 

Mr. Morr. It is being done very successfully in a number of sec- 
tions. In Florida this year probably 60 per cent of the potatoes out 
of the Hastings section were graded over a grader into three differ- 
ent sizes. In this instance they were machine-graded as to size, and 
they were at the same time graded as to quality. But those potatoes 
were run over either power graders or hand graders. 

Mr. Srrevx. Have they such tools there to grade these potatoes in 
sizes as they are elevated from the ground to the wagon? 

Mr. Mors. The potatoes there are dug by colored help. 

Mr. Sreetr. That is all hand work? 

Mr. Morn. They are picked up by colored help. 

Mr. SrTEez. Yes. 

Mr. Mors. And then they are hauled to the grading machine and 
graded. They drop off the grader into the*barrels, they are then 
headed up, and then they go right to the market. 

Mr. Sreetr. That might do in some sections where you have small 
tracts, but in the localities I speak of they do it all by machinery. 

Mr. More. That is, the digging and handling? 

Mr. STEELE. Yes. 

Mr. More. The largest producing sections mostly are the ones that 
are taking to the mechanical graders—the Minnesota and Wisconsin 
sections, Maine, the eastern shore of Virginia, and the Florida sec- 
tions. One association on the eastern shore of Virginia purchased 
150 or 160 machines this past year for its growers. Market demands 
are becoming such that growers or shippers must grade not only for 
quality but for size. 

I was speaking of packages. Here are baskets sent in by a manu- 
facturer recently, asking that we test them as to capacity. He said 
they were intended for 4-quart baskets, and I think he was honest 
in believing they were 4-quart baskets, but they tested only from 33 
down to 34 quarts each. The basket manufacturers themselves are 
trying to agree on specifications for various packages. We are 
working with them on that point to eliminate the undersized short 
packages. 

Mr. Howrrn. Would any one selling fruit in those baskets be liable 
under the pure-food law? 

Mr. Morn. He would be liable only under the net-weight amend- 
ment to the pure-food law. If he marked them “ contents, 34 quarts,” 
however, he would be in the clear. 

The manufacturers of Climax grape baskets have agreed on three 
standard sizes and also on specifications for this basket and for straw- 
berry baskets. They will probably come to Congress and ask for 
national legislation making those packages standard for the in- 
dustry. We have secured data from large shippers and associations 
showing their grading and packing methods and the packages used 
in marketing. These data are from firms in various parts of the 
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United States and are to be used in this same work. Suggestions 


from this office have been eee as ae in several State laws con- 
cerning the grading and packing of apples. 

ire “Branp. There is i certain point I would lke Mr. More to 
bring out which he overlooked in his general statement—the rela- 
tionship of grades and standards to the market news work. . 

Mr. Morn. This year in connection with the market news work 
reporting on peaches it was found difficult to make reports plain to 
the shippers in the various parts of the country because of the differ- 
ent packages used. It was necessary to prepare a special circular 
and send it to all those receiving these reports, explaining to them the 
various sizes and types of packages in use in each section, in order 
that these reports might be understood. 

Mr. Anprrson. Do you find, in establishing standard packages or 
baskets, that it is possible to so standardize them that the standard 
will meet the requirements of the different conditions all over the 
country ? AS, 

Mr. Mors. It would probably be impossible to meet every require- 
ment, but most of the requirements are met, and the packages are 
standardized without much difficulty. I think there was some oppo- 
sition to the standard-barrel act, which becomes effective July 1, 
but some of the people who were opposed to it at the time, and 
were using a smaller package, are now glad that they had to come 
to it and use a full-sized package. In that connection, one manufac- 
turer of this Climax grape basket told us this week that he is making 
eight or nine different sizes, while if this package is standardized 
he will make three sizes only. He thinks that the people interested 
will come to these without much diflicutly. The differences now are 
only a matter of local preference. 

Mr. Anprrson. Do you think that the adoption of these various 
standards ought to be a matter of legislation, or do you think that 
you will be able to show the trade that it is so desirable and profitable 
to establish a standard basket or package that legislation will not be 
necessary ? 

Mr. More. It must come under legislation. There are too many 
people anxious to get some advantage through using a smaller 


package. A man told me not long ago that, after the New York 


State law establishing a standard grape basket was passed, a large 
grower and shipper came to him and offered him a premium for 
a basket if he would make the bottom of that basket a little thicker, 
so that it would require less fruit to fil] it. Other manufacturers are 
inclined to get business through manufacturing a little smaller 
package and then going to the grower and showing him that he can 
ship the same quantity of beans, say, in this package, and fill 15 
packages where he could fill 13 of the usual size. There are so many 
people involved who have selfish interests that, unless you make a 
hard and fast rule of law, you can not control them. In connection 
with the market news work, it is found very difficult and expensive 
to report these products in packages of so many sizes, whereas, if they 
were packed in standard packages and a smaller number of types 
and sizes used, it would make this reporting less expensive 


_ Thave here a picture of a car of apples loading in the West, apples 
In six different packages going into the one car. It seems unneces- 
sary that they should use more than one package in that section, Six 


——— 





AGRICULTURE APPROPRIATION BILL. . 47 


different types of packages in the one car makes the loading difficult 
and also causes confusion in marketing. 

The CuarrMan. Please take up your next line of work, Mr. Brand, 
city marketing and distribution. I note you want an increase of 
$3,771 in that work. , 

_ Mr. Brann. I would like to ask Mr. Branch, who is in charge of 
that work, to present it to the committee. 

There is a point in connection with standard containers that I 
would like to emphasize. In the past there have been standards; 
people have agreed voluntarily upon standards; but just as soon as 
there was an agreement and a particular standard began to be used, 
without any legislative compulsion, the business advantage of selling 
five pounds of grapes instead of six for the same price became so 
apparent that some one immediately broke away from the standard. 
This, I think, may emphasize the answer to the question that Mr. 
Anderson asked. You have got to have a definie law on the subject, 
or the twentieth man, as Prof. Ely calls him, will take advantage of 
the situation. His dishonesty will force all of the others to begin 
immediately to compete by short weight, short measuring, and that 
sort of thing. 

_ I will ask Mr. Branch to present the next project. 


STATEMENT OF MR. G. V. BRANCH, IN CHARGE OF CITY MARKET- 
ING AND DISTRIBUTION, OFFICE OF MARKETS AND RURAL 
ORGANIZATION. 3 


_ Mr. Brancu. The object of the project, “ City marketing and dis- 
tribution,” is to consider the problems of marketing and distributing 
farm products that are peculiar to our cities, mainly larger cities; 
to encourage the use of the best methods, and to help our cities 
obtain efficient and economic systems—possibly municipally owned 
systems—to aid in efficient distribution. 

Mr. AnpErson: What do you mean by municipally owned systems 
to aid in the distribution; municipal systems of distribution, or what? 

Mr. Brancn. So far we have confined our work to encouraging the _ 
municipality to afford ideal facilities at a very low cost, these facili- 
ties to be used by the trade in their work—simply to help them to 
efficiency, in other words. 

Mr. Anperson. What kind of facilities do you mean? 

Mr. Brancu. Specifically, wholesale terminal markets, to bring the 
wholesale produce business of a city in better shape than it is in our 
average city now; municipal retail markets, either open farmers’ 
markets, or inclosed, or a combination of the two, and the wholesale 
farmers’ markets. We simply advocate at the present time that the 
city aid in furnishing good facilities at low rentals, not aiming to 
make a revenue from those facilities, but simply giving the pro- 
ducers or dealers good equipment with which they can carry on their 
marketing work more efficiently—equipment which as individuals 
they would be unable to afford. 

Mr. Anprrson. Then you are not aiming at giving a municipality 
a monopoly of the market operation ? 

Mr. Brancu. No. The question is often brought up, and some 
people would like to see, of course, the municipality enter into the 
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actual marketing work, competing with established trade in the sale 
or distribution of products, but our work so far has not contemplated 
any such move. :: 7 

Mr. Sreeve. Take, for instance, Sioux City, a town of 61,000. We 
had a very able and wealthy man there who was on the commission, 


and who undertook to establish a farmers’ market in that city. — 


Three years ago there was considerable interest manifested sein tt 
The truckmen came in after a certain time in the morning and stayed 
until a certain time, and then the people who desired to buy these 
vegetables would gather and buy them. That was conducted for a 
little while—80 days or 40 days—and, of course, then it dropped 
out, and he found and we all found that, counting the transpor- 
tation of the wife from her home and the time to go down to the 
markets and buy vegetables and return again, there was ne economy 
in doing that. Consequently, this last year there has been absolutely 
no market there; instead, the producers will come in and contract 
their products to the general stores that handle their produce and 
sell out their entire output. Now, if you have got a man that can 
successfully operate that market in Sioux City, organize the farm- 
ers, and get the consumers to buy, you can get more money than you 
are getting here. We would like to have that done, but through our 
arrangement and the energy which we have put into this, we have 
never been able to accomplish it. 

Mr. Lesuer. In our section it is just the opposite. Nobody ever 
objects to going to the market in my town. It is just exactly what 
they do. In some of the towns they have the market house. The 
market house can not accommodate all of the produce dealers who 
want to go into it, but they do not need to go into the market house 
unless they want to. They come and sell direct to the consumer, and 
the consumer carries the produce away. It is a cash proposition all 
the way through, and you do not need to encourage them to do that. 

Mr. Steeve. We have spent a lot of time and energy to build up 
that kind of a market and have not succeeded. 

' Mr. Lesuer. In my section of Pennsylvania, that is the way we 
oO it. 
_ Mr. Rusry. I was up at Gettysburg at the reunion in 1913, and one 
morning about half past 5, when I came out of my cot in my tent and 
went uptown on the square for the purpose of getting something to 
eat, I walked all around .there trying to find a restaurant and could 
not find any. While I was standing there wondering where I was 
going to get something to eat, a gentleman came up and began to 
ring a bell, and I thought there was a chance, so I. followed that fel- 
low about half a block. He went into a building and I went in 
after him and said, “Is breakfast ready?” He looked at me in 
astonishment and said, “No; what do you think this is?” TI said, 
“I supposed it was a restaurant,” and he said, “I am not running a 
hotel; there is no breakfast here. I was opening the market.” TI 
walked out at once and saw all the wagons coming and backing up 
to the curb, and the women and girls coming from all parts of town 
at 6 o'clock in the morning to purchase their produce. 

Mr. Lesner. In my section they make them remain there until 
9 o'clock. They can not peddle on the streets. They dare not leave 
until 9 o’clock. i 
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The CuairmMan. Which leads me to remark that we have a very big 
country, with very, very different ways of doing different things, and 
therefore the necessity for some clearing house or centralization and 
standardization of uniformity in methods. 

Mr. Brancu. The incidents which these gentlemen have brought 
out serve admirably to show why a great many cities have asked 
us for advice along this line. The tendency of the consumers is to 
want a retail market, while the growers more often want a whole- 
sale market, since many times they can not afford to spend the 
time that is necessary to sell at retail. One has to consider the pecu- 
liarities of every city, and in this particular work that we are doing 
and have been doing, when we are called upon by a city to help 
them out, our business is to go there and make a survey of their 
local conditions, come into contact and get in touch with all of the 
different factors that enter into the proposition, and try to draw 
sensible conclusions from these factors as to what is the best type of 
market for them to have. 

Possibly consumers in certain cities ought not to have any market 
at all if the spirit of the tributary producers is not right and they 
do not want to support it. In that case it would be foolish for a city 
to spend a lot of money in building a market. I might point out 
that in Madison, Wis., they built a $55,000 market. It was off to one 
side of the city. They forgot, or possibly did not know, that location 
is one of the prime factors that governs the success of a market, so 
they put it to one side of the town. They have their $55,000 market 
there but seldom have had anyone in it. At least the patrons have 
been few, and the caretaker is about the only one that is seen around. 

That shows that the city, by ignoring this factor of location—and 
I repeat that that is one of the most important factors entering into 
such a venture—has wasted its money. Municipal markets in quite 
a number of other cities have proven disappointing because of the 
failure to take the factor of location into consideration. 

This is a part of the work we do, which we call “ city service work.” 
When a city is ready to do some constructive marketing work we 
help them do it in an efficient way. 

Mr. Anperson. Does your marketing proposition extend to the 
marketing of milk? 

Mr. Brancnu. No, sir; it does not. The office has another project, 
“the marketing of dairy products,” which takes that up. 

We have conducted our work so far in about 20 cities in about 12 
different States. The large farmers’ markets at St. Louis, Mo., and 
Providence, R. I., in the establishment of which we have lent aid, 
are both working satisfactorily. In these cities the producers them- 
selves own their markets, having established them because they could 
not get the cities to give them adequate facilities—faciiities which 
we believe cities really would do well to afford. Consequently the 
growers banded together and started a cooperative market of their 
own. They formed a stock company, purchased land in the city, put 
up sheds, and now run it as a farmers’ market, controlled by the 
farmers themselves. 

In Huntington, W. Va., as a result of some of the work we have 
‘done there, they have recently put in a $30,000 market on the lines 


we have recommended. Since it has just been opened during this 
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past month, we are unable to say what degree of success it will attain, 
but so far the venture has proven entirely satisfactory. ivi 

In several southern Michigan cities where we did considerable 
work last fall we expect several farmers’ markets, either wholesale or 
retail, will be started this coming spring. is 

There always are people opposed to municipally owned markets, 
and many of them when such a movement is started in the city point 
out that a certain market has been a failure. Sometimes they have 
discouraged movements in a city to get better marketing facilities 
by their opposition along these lines. We have attempted, before 
recommending municipal markets, to find out whether they really 
are worth while and what service they are giving. So we have 


started a survey of all the municipal marketing activities in the 


country, taking in every city of 10,000 inhabitants and over. We’ 
sent out some very extensive questionnaries, and out of about 590 
cities that we surveyed in this way we were rather surprised to find 


that about 200 of them have municipal markets of some sort—possibly © 


only an open farmers’ market, but some market that is carried on 
under municipal control and regulation. 

- This survey brought in a mass of information about markets, the 
success which has attended them, the attitude of the people toward 
the markets, how the growers like them, details of construction, man- 
agement, etc., and this information has proved to us that the majority 
of cities that have markets which have been given a fair share of 
good business management are finding that their markets are valu- 
able, both to the near-by growers and to the consumers or ‘dealers 
who patronize them. ' 

Mr. Howrrt. What criticism have you to offer of the system which 
has been revealed by the experience of trade; that is, the system! 
employed by the men devoting their lives to such calling, engaging 
in the distribution of these products in the cities of their own free’ 
will and accord, some in the wholesale business, some in the retail 
business, and some buying from farmers? What evil have you dis- 
covered existing in those practices which have naturally developed’ 
by the experience of trade that you can improve by your system? 

Mr. Brancu. Lack of cooperation, I believe, is the greatest evil 
thet grows out of the individual work among dealers. 

Mr. Hower. Do you not think that there is a greater economical 
waste for a dozen people to come in with a little handful of produce 
and spend an afternoon or evening disposing of it at these distant city 
markets than to send all of it to some person who has trained him- 
self and have him go ahead and make that distribution, if he is on’ 
the square? Does it not involve really an economical waste of time’ 
and energy to have so many people doing what one or two people’ 
could dot I have seen this emphasized in Washington—40 or 50° 
people hawking produce around to different people when one could’ 
do it at a saving of time and labor. 

Mr. Brancn. I think the present results of the business which you 
are speaking of te if 

Mr. Howexn. Iam speaking of these farmers’ markets right here in 
Washington. . 

Mr. Brancn. Then you are advocating, or rather questioning, 
whether it would not be better for all of those farmers to ship in to, 
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‘say, a commission man or a wholesaler and let him sell or dispose — 
of the produce? 

1 Mr. Howetu. I am asking what evils have been revealed by the 
eee of trade. Do the people get what they want? 
ms r. Brancu. No, indeed, they do not; neither the man who is pro- 
ducing the stuff nor the people who are buying it. 
_ Mr. Howe.n: If they can not supply the wants of their customers 
they have mistaken their calling, if they are the experts that they 
ought to be, by devoting their life to that sort of business. They 
ought to understand what their customers want if they are anxious 
to make good. 

Mr. Branp. I think Mr. Howell’s question is as broad as the whole 
field of marketing, and it is impossible to answer him in one single 
sentence. Mr. Branch came from the angle of trade that Mr. Howell 
refers to, Mr. Branch having been a broker and distributer, distrib- 
‘uting as much as 17 carloads a week, and if he would answer 
honestly he would say that he believes that there is a great deal of 
honesty in our present system and an opportunity for a great deal of 
improvement also. 

- Mr. Howetn. What I am trying to get at is that the business as 
‘it exists to-day is the result of the experience of the most able men 
in the business. You are bringing in a lot of men who are without 
that business experience to inaugurate a system of business different 
from what has been found to be good by the experience of genera- 
tions, so to speak. | 

The Cuatrman. Not necessarily so. Would you agree to that 
proposition, Mr. Branch? 

Mr. Brancu. No; I do not think so. 

The Cuarrman. It is not your business to change any system. It 
is your business to improve systems, and to take systems which are 
well adapted to‘one section, that might be adapted to another section, 
and carry the system there and demonstrate it, as it were. 

- Mr. Howext. But in the final analysis, isn’t it a fact that they all 
are cooperative? A man who takes up the business of distribution 
does his part in the economy of the world. A man who produces 
does his part. Every man has a different function to perform, and 
the whole scheme of production and distribution is cooperation in 
the final analysis. 

_ Mr. Brancu. In its very broadest sense we might call it coopera- 
tion, but when we consider the details 
Mr. Rusey (interposing). Is it not a fact that under the old 
“methods which you have described the distributor often gets more 
out of the product than the man does who is on the farm, and is not 
that one of the evils and inequalities that we are trying to remedy @ 
"Mr. Howetu. The men who are doing retail business make a very 
poor living; very few of them get extremely wealthy. They carry 
on their business for a lifetime, and they work for themselves often 
‘cheaper than they would work for anyone else. 
Mr. Rusey. You are not speaking particularly of the fellows with 
whom you are acquainted? * | 

Mr. Howetn. I am speaking of the whole body of retailers) 9 |: 

Mr. Rupey. Statistics show, and the former Secretary of Agricul- 

ture, Mr. Wilson, in one of his reports some years ago called atten- 
“tion to the fact that out of every dollar’s worth of products sold the 
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farmer got less than one-half and the distributor got more than 
one-half. . 


q 
Mr. Hower. But that does not prove that it does not cost that 
much to reach the ultimate consumer. The farmer who raises a 


product, brings it to market and spends his time disposing of it is 


just as much entitled to compensation for the time consumed in~ 


marketing as for the time that he gives to producing it. | 
Mr. Sreetx. I believe there is an organization here in the Agri- 


‘ 
| 


cultural Department that goes out and tells me how J must conserve — 


my time. We are spending money for that purpose. Now, if I go 
with my little bunch of tomatoes and celery and what-not and stay 
half a day at a market, then I am entitled to some compensation for 
that half day’s work. If I could go to my retailer, who has treated 
me fairly in distributing this stuff, and get as much for it really as I 
would get for it in the other way, I had better be at home raising a 
_ little more cabbage, potatoes, etc., along the line of conservation of 
labor. 

Mr. Howexn. Does it not seem that this whole scheme is against 
what we understand to be the benefits resulting from specialization, 
if you are getting men to engage in different lines of work rather 
than in concentrating and classifying their efforts in one direction ? 
You are getting a farmer to be a salesman, instead of having him 
try to get the benefit of concentration and classification of the 
industry in which he is making a living. 


7 


wr 


; 


—_. 


—_—— 


The CHatrMan. My own thought is, if the question is directed — 
at me, that the whole scheme and the whole work of Mr. Branch — 
is to develop, as it were, a classification or standardization of — 


markets in this country. I do not know whether I get the cor- 
rect idea of what he is doing or not, but I take it that what you are 
trying to do in the market survey is to find a model market for a 
town of, say, 10,000 inhabitants under Iowa conditions and again to 
find a model market for a town of 10,000 inhabitants under South 
Carolina conditions, and when the municipality writes you from 
Towa or South Carolina that they want you to establish a municipal 
market, you are in a position to offer them advice and suggestions 
ee upon scientific investigations. Is that what you are trying 
to do! 

Mr. Brancu. Yes; that is about it. 7 

Mr. Hower. Does not that market encourage or afford a place for 
farmers or vendors to assemble and dispose of their products? 

Mr. Brancu. Yes, sir. 

Mr. Hower. So that you have in that market 50, 60, or 100 people 
spending their time in distributing what they produce, instead of 
distributing it as I would distribute it—through dealers that make 
their living in that way. 

Mr. Branv. I think that many a producer who sells on public 
markets would be unable to market at all if he did not do it in that 
way. In other words, he is a small producer, and he performs 
several functions. He not only performs the producing function, 
but the transporting function to the retail market, and the retailing 
function, and he makes his profit out of all three of these things. 
If he did not he would not be able to sell it at all. In other words, 
the stuff would rot on the ground, in many cases, if his only outlet 
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was to ship it into a general market. It enables the small producer 

= sell his product which otherwise would go to waste. 

Mr. Howe. It would be an economy to him to sell it in the 
market? 

_ Mr. Branp. Yes, sir; that is where cooperation comes 1n. 

The Cuairman. In my own county, coming through my little 

town, they have established a new enterprise, which I think is going 
to develop very rapidly. They have established a produce route 
‘that has a circuit of about 20 miles. This man has an auto truck. 
He goes out in the morning and collects eggs, butter, and a little 
fruit and vegetables and gets it back into Columbia for sale maybe 
late in the afternoon or maybe early the next morning. Then, in 
addition to that, he brings out a side of bacon or a pound of tobacco 
‘or a can of soda or a few matches for the people along the route. 

Now, I think that is the kind of marketing that is going to revolu- 

tionize things in that country. The man is making a good living and 

at the same time he is taking from the farmers on that route many, 

many things and bringing them back many, many dollars that would 
~ otherwise go to waste. 
Mr. Stevie. Does not that naturally develop as you observe an 
opportunity to go into business? Is it necessary that this Govern- 
ment shall be the custodian of each and every individual in it and 
tell him when to get up in the morning, when to go to bed at night, 
and just what to do all the time? 

Mr. Howetz. We have heard a great deal about the great economy 
of the parcel-post system. Now, as a matter of fact, that is the most 
expensive way of reaching the consumer that we have, and yet we 
have heard it said time and time again that it is going to be an 
immense saving to the country. It costs ten times more to transport 
produce by the parcel post than in the regular way. We have heard 
a great deal throughout the country that the parcel post is going to 
be an immense economy. What we ought to try to do is to sys- 
tematize and save rather than increase the cost of distribution. 

The Cuatrman. Suppose we let Mr. Branch tell us what his idea is. 

Mr. Brancu. I believe the gentleman here fails to recognize the 
difference between local production in small quantities and larger 
production which can be shipped advantageously to a regular dealer 
and sold advantageously by him. The parcel post, I may say, has 
never been recommended, to my knowledge, for large quantities, 
which it would be cheaper, of course, to ship in larger packages and 
through the regular channels of trade, but it is for the miscellaneous 
stuff that probably never would leave the farm were it not for this 
parcel post. 

Mr. Howexu. May I ask you what has become of all this produce 
before? 

Mr. Brancu. Lots of it has been wasted. A small part of it has 
been taken to the little country store and exchanged for staples. Take 
eggs, for instance. The storekeeper has held eggs there, collecting 
them for possibly a couple of weeks or more, and finally, when he had 
collected enough to make up a case or two, he has shipped them to 
market, where it is found that they are mostly rotten. The store- 
_ keeper gets poor returns and probably suffers actual loss. 

Mr. Hower. I do not think much of a merchant who would hold 
eggs that long. 


| 
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Mr. Brancu. We can not give the small country merchant a very 
high rating on efficiency. We only know that has been the result 
in a great many cases. + 

We have found that we have been handicapped a great deal in our 
service work for cities by not being able so far to give them good 
workable plans on which to progress in building their markets—in J 
other words, model plans for markets. That is, of course, the work | 
of an architect, and we are now putting on such a man for this kind 
of work. Of course, these plans will be drawn roughly, according | 
to the needs of the individual city, and an estimate of costs will be 
made, so that we can give them a concrete idea just how to go ahead - 
with their improvements. This work does not aim to run in compe- 
tition with local architects, because, as I say, we only expect to have’ 
the plans drawn in a rough way, leaving the details to local workers. 

Mr. Haucren. Who is to conduct the business in the markets—the 
Government or the municipality ? 

Mr. Brancu. It depends entirely upon what type of market is to 
be built. . 

Mr. Havucren. The market for whom? 

Mr. Branp. If it is a retail market—I will take that for example— 
we advocate that the city furnish good facilities, to be rented at a 
low price to the dealer or the farmer, whoever wants to sell there, 
so that he can carry on his business at as low an overhead expense 
as possible. We have not advocated that the municipality or the 
Government or any other official body should take over the actual 
selling or distributing of the produce. 

Mr. Haucen. To what extent do you solicit business or encourage 
the business of one man as against the other? 

Mr. Branp. To no extent whatever. We do not deal with indi- 
viduals at all; it is only with cities. 

Mr. Havcxn. It seems to me I saw something about somebody 
soliciting business in the country, especially by the rural carriers, 
going over the country and suggesting the parcel post, and how to 
ship, and I thought that if that was the case it might be well to 
advise this department, so that Uncle Sam would know about it, for 
he pays several times more for the carrying of parcel post than 
the express companies do, and therefore you might as well employ 
these agents as agents for the railroads. | 

Mr. Branp. I am sure that does not refer to our work. 

Mr. Havucen. In your work what do you do for the farmers to 
help them dispose of the agricultural products which they raise? 

Mr. Branp. We very rarely do anything specifically for the in- 
dividual farmer. We must work in a broader way. 

Mr. Hauern. Do you have anvthing to do with suggesting as to 
how to ship goods and things of that kind? 

Mr. Brann. Yes; we do, both with reference to the standard con- 
tainers to the trade and parcel-post containers. We recommend 
types, but we do not carry it to the extent of going out and helping 
the individual dispose of his product. . 

Mr. Haucrn. What benefit can this department be ? ae 

Mr. Branp. Mr. Howell has presented a very strong argument in — 
favor of the gentlemen who are very efficient in distribution. Most 
of them are very honest and capable. The difficulties they have are 
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ot due so much to dishonesty and inefficiency always as they are to 
lack of standardization of methods and equipment and accounting 
‘and all of that sort of thing. We believe that those men are doing 
capably that section of the work which they set out to do, but they 
‘themselves are of the opinion that there are many improvements 
“that could be suggested in their business. They. assist us and co- 
operate with us in telling us of the improvements which might be 
made in their particular business, and we thus become the repository, 
“as it were, of their combined experience and are able to give the 
larger number of people the benefit of that experience. We have 
the heartiest support, I might say, of the distributing trade that 
cooperates with us in every way, to the extent of giving us access to 
_ their books, assisting us In any experiments that we wish to conduct, 
and all that sort of thing. I think that answers what Mr. Howell has 
in his mind about the recognized methods of distribution. The work 
Mr. Branch is discussing, however, is also recognized, but in a dif- 
ferent field, relating to the small products surrounding the city 
populations, which are not, under present conditions, always reaching 
- the market. It 1s not dealt with efficiently in many cases, so that 
- we need a clearing house for information, as the chairman suggested, 
- and that is what we are aiming at. The question asked by Mr. 
- Howell is a very broad one, and I think it would be impossible to 
answer it in a few words. 
_ Mr. Howe. There is one thing that you bring to my mind. 
There is a lady in the Bureau of Chemistry who says she is teaching 
_ the farmers how to ship eggs. 
Mr. Haucen. We have several county agents who do that. 
Mr. Branp. There is absolutely no duplication. In accordance with 
_ the reorganization plan, the work in that respect is cooperative work, 
and all the plans, before they are put into operation, are discussed 
between the two bureaus. While a great deal of Miss Pennington’s 
work is market work, it is the plan not to in any way duplicate her 
efficient work where it is going on. We work together and not sepa- 
rately on these propositions. 

“Mr. Haucen. If there is no duplication of work, will you describe 
just wherein your work differs from hers? 

Mr. Branv. Her work only goes to a certain point and omits a very 
wide field of marketing and distribution of poultry and eggs. She 
is dealing with it from the pure-food standpoint, much of it from a 
bacteriological standpoint; her work comes in contact with the 
market conditions but ignores many marketing processes which we 
handle more particularly. 7 

Mr. Brancu. Possibly I have given the impression that this work 
seeks to eliminate the established channels of trade. That is not the 
case at all. We are cooperating in every way with the trade. Take, 
for instance, the matter of wholesale terminal markets in an average 
_ city where the wholesale district is separated from any railroad ter- 
Sminal. Cincinnati is a good example. There are two main whole- 
sale districts in Cincinnati, one on Front Street and one on Sixth 
Street, neither of them being within several blocks of a railroad 
terminal of any kind. Consequently a good share of the produce has 
to be drayed or trucked to the stores from the several railroad: yards 


all over the city. 
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Now, the idea of a wholesale terminal market is to bring the whole- 
sale trade of a city together at one point; if possible, at a yard 
served by all the railroads. Where we can couple that yard with 
water transportation, so much the better. In other werds, we desire 
to bring all wholesale buyers and sellers together at one point with 
ideal terminal facilities. Then the cars can be spotted at the back 
door, if the stores are suitably located, or, in a union yard, they 
can sell from the car door with the least handling possible. In this 
way all the sellers and all the buyers are brought together, forming 
the ideal competitive conditions and eliminating much of the truck- 
ing and other unnecessary expense which most produce dealers must 
bear at the present time. I just wanted to bring that out to show 
that we are cooperating with the established trade. 

Mr. Strere. Would it be possible for you to change the business of 
Cincinnati from one point to another? Can you control the land— 
the Jocation—to such an extent that you could change the already 
established business in Cincinnati ? 

Mr. Brancu. Possibly I can answer that question best by telling 
you exactly what has been done so far in Cincinnati. There is an agi- 
tation on in Cincinnati at the present time. Personally, I visited 
most of the trade in Cincinnati and found that with very few ex- 
ceptions they are willing to move to such a terminal. Some of the 
railroads have even approved of the move, although under the pres- 
ent system their individual yards may bring them a certain amount 
of business, due to the peculiar location of that yard. Still the rail- 
roads see the advantage of having one union terminal and elimi- 
nating so much of the waste that exists at the present time in the 
distribution of the products, and, while I can not say that it is a 
move that will be made in the near future, nevertheless that is being 
seriously considered in Cincinnati at the present time. 

The Crarrman. Would not this be the fact, that if a city was 
about to put up such a terminal market the experience of Cincin- 
nati which might be given to this new enterprise would be worth 
something to them ? 

Mr. Brancu. It certainly would. We want to help cities that are 
growing now to work along the right lines, so that they will not 
allow many of the bad features to develop. 

Mr, Havecen. Do they contemplate a union depot there, and is it 
possible to get them all together? 

Mr. Brancr. Under certain conditions; yes. That is especially 
feasible where a city has a belt line. To locate a market on a belt line, 
as was recently proposed in Chicago, so that every railroad will have 
access to the market under the same conditions, is about the best 
thing, in my opinion, that can be done at this time. That seems to. 
be the most feasible. 

Mr. Havcen, I take it that many of these people own the property 
which they occupy and it would be a pretty hard matter to make them 
get out and leave their own property and go to some other place 
and pay rent. 66 

Mr. Brancn. That is one of the things that makes it hard. 

Mr. Havcen. Do you believe that they would let their property 
stand idle? 

Mr. Brancu. If you can show them that they can make more 
money by changing their system of business and by going to this 





¢ . AGRICULTURE APPROPRIATION BILL. 57 


a terminal, I do not think there would be much reluctance on their 
part to make the change. 
* Mr. Havorn. Have you been able to show the people on South 


Water Street, in Chicago, that it would be a good business venture 


for them to leave South Water Street and go toa terminal on the belt 


line? 

Mr. Braxcu. I can not say that I have; but those who are inter- 
ested in moving South Water Street are doing work right along that 
line, and a large percentage of the dealers on South Water Street are 
thoroughly convinced of the desirability of having a terminal just 
as I have outlined. 

Mr. Sreete. The desirability of it is all right, but can they do it? 
Is it feasible? | 

Mr. Braxcu. I want to bring out an argument in favor of the 
municipality helping in such a situation. There has been a move on 
in Chicago for two or three years past to bring South Water Street 
to a point on one of the belt lies and make there a large terminal 
market. I doubt if there is a single member of the trade who would 
not be willing to agree that this would be a very desirable condition. 
The deal was almost swung, but on account of the jealousies and 
rivalries among the trade they could not get together on that propesi- 
tion, which was being financed and managed by a private corpora- 
tion. However, I do not believe there is a bit of doubt. but what, if 
the city had been back of that movement and the trade had known 
that there was a neutral party governing it and had not been afraid 
of the control on the part of the belt line that was interested or the 
financial corporation behind it, the deal would have gone through and 
simply revolutionized market conditions in Chicago, which are now 
in a fearful condition. 

Mr. Hower. Was that inaugurated through your advice, or did 
the people themselves institute the proceedings ! 

Mr. Brance. That movement was initiated before our project 


_ was started, but we were called in later to discuss the plans, and I 


am very well acquainted with the situation. 

The CuarrmMan. We will have to hurry along, because several 
others are here waiting to be heard. 

Mr. Brancu. I just want to mention one thing which we devel- 
oped last summer, and I believe it has great possibilities under cer- 
tain conditions. It is what we call emergency work in retail distri- 
bution. We find that the trouble in the free movement of products 
lies largely with the retailer, and last summer when we anticipated a 
big glut of peaches we tried, in cooperation with the peach growers, 
to find some way to stimulate retail distribution. After several con- 
ferences in New York City as to how best we could help, we finally 
issued about 33,000 circular letters to 40 cities in the 13 Northern 
and Eastern States in which the largest markets of the country are 
located, in an endeavor to advise these retailers of conditions; that iS, 
the amount of peaches coming and the desirability, from the stand- 
point of profit on their part and for the good of the growers and the 
consumers, of moving those peaches just as fast as they could be 
moved and under the modern methods which we outlined. This work 
met with a great deal of commendation both from the retailers and 


from those among the wholesalers who knew of these efforts. 
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We also did personal work in New York and Pittsburgh In get 
ting the wholesalers to cooperate with the women’s clubs of the cities 
The women’s organizations helped to spread the news of the bi 
crop of peaches and low prices, in order to stimulate a freer move 
ment, and there was a considerable degree of success attending this 
work. ; ° 

Mir. Sreete. Has not that point been pedis by some other par 
of your organization during our sittings here? 

Mr, Branp. It would be impossible, I think, Mr. Steele, that there 
should have been any discussion by any other division. Some on 
might have mentioned it while I was not present, however. + sheds 

Mr. Howrtx. Do you send an agent to one of these large cities like 
Pittsburgh and call a meeting of the merchants and lay this proposi- 
tion before them, or do you meet them in any way—individually, or 
how ? 

Mr. Brancu. Take Pittsburgh as an example. The dealers in 
Pittsburgh saw that the conditions were going to be acute and re- 
quested that we. help them in this movement. An investigator was 
sent from our department and worked with the dealers as a whole— 
that is, the dealers met with this gentleman who secured the coopera- 
tion of the Women’s Market Club in Pittsburgh and got the two 
organizations working together, the women taking care of the adver- 
_ tising and circulating the notice throughout the city of the plentiful 
supply of peaches. | 

Mr. Howetn. To what extent did you increase by that means the 
normal consumption in that community @ 

Mr. Brancu. That would be almost impossible to state. 

Mr. Howexin. I thought you had figures as to how much went to 
those large cities every year. ! 

Mr. Branp. We have a great many of those figures, but it would 
not be possible definitely and statistically to show the conditions. 
We only know from the trade that it is their belief, due to their sales 
and activities, that it did stimulate the consumption and help to 
move the crop, which was estimated to be about 5,000,000 bushels 
more than in a normal year. I think that it was very helpful, as a 
matter of fact. It was more a matter of observation than statistics. 

Mr. Haucen. What part did you take in the egg sales at Chicago? 
Was your department in that? 

Mr. Brann. No, sir. 

Mr. Haucen. I was referring to the sale of eggs. Did your de- 
partment have anything to do with that? . 

Mr. Brann. No, sir. We do not sell anything ourselves, and we 
do not sell anything for anyone. We merely try to find good — 
methods, helpful methods, and then’ try to bring them to the atten- 
tion of the people, get them to use them, and get them together on 
the proposition of using the best methods. 

Mr. Haugen. What has been done for the people in Washington ? 
I understand you have been paying especial attention to the city of 
Washington—that is, if newspaper reports are true. . 

Mr. Branp. Newspaper reports are likely to be untrue. We have 
cooperated to a certain extent with the District government. Wire, 

Mr. Haucen. What have you accomplished in Washington ? 















AGRICULTURE APPROPRIATION BILL. o9 


_ Mr. Brancu. I think you are confusing our work with that of Mr. 


Sherman, who is the local superintendent of weights, measures, and 


“a 
markets in Washington. 


_ 


“Mr. Haveen. Has your bureau done anything for the people here? 
Mr. Branp. We have cooperated with Mr. Sherman in his work 


‘and have given him considerable assistance, but the work is actually 


in his hands. 


Mr. Haucen. What has been done in the city of Washington? 

Mr. Branp. I do not think we could answer that. I think the 
superintendent of weights, measures, and markets would have to 
answer that question. We have given him advice and assistance 
whenever he came to us for help, but just what has been done we 
are unable to say with reference to Washington any more than any 
other place. i 

Mr. Havcen. Is he under your department? 

Mr. Branv. No; he is under the District government. 
Mr. Havcen. Can you point to any other city where you have 
helped the people materially—where you have been of any material 
benefit to the people of the city in enabling them to purchase cheaper 
and better produce? : 

Mr. Brancu. We can not point to that. We can point to the bene- 
fit that we have been to dealers and growers surrounding the city in 


having the city furnish good market facilities for them, and, as a 
result of our survey of municipal marketing activity in this country, 


we can show you that cities which have these various municipal mar- 


kets report very favorably on them in respect to retail prices being 


lower, the goods fresher, and, in general, more satisfactory conditions 
surrounding the sale because of those facilities. 

~ Mr. Havcen. When you refer to markets, do you mean a type of 
building of the same type as Center Market in Washington 4 

Mr. Brancu. We can use that as an illustration or can take, for in- 
stance, various other kinds of public markets, such as where farmers 
drive in and sell at the curb or under steel sheds. 

Mr. Havern. When you were speaking about South Water Street, 
that related to an entirely different proposition. T did not know just 
what you were getting at. 

Mr. Brancu. I should refer to South Water Street as a produce 
district and distinguish it from a municipally owned market. 

Mr. Howe t. As a matter of fact, the production of peaches in this 
country for the last few seasons has been practically a loss from a 
business standpoint, has it not? 

_ Mr. Brancn. This past season it was in most ‘regions, I believe. 
There might have been a few regions where they made a little money 
es ae 

Mr. Howetn. I know that we produce the best peaches in the 
United States in Utah, and the peach producers are all complaining 
that they have been doing business without a profit. 

Mr. Brann. Mr. Chairman, it was due to just this kind of a prop- 


osition that we went into this emergency work. We believe, if we 


could stimulate the moving of 500 cars, the $500 that it would cost 
would have been money well spent. 
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STATEMENT OF MR. G. C. WHITE, IN CHARGE OF TRANSPORTA- 
TION AND STORAGE, OFFICE 0F MARKETS AND RURAL ORGANI- 


ZATION. 


* 

The Cuairman. Take up your next line of work, transportation 
and storage. 

Mr. Branp. The increase requested in this project is only $6,020, 
and is really out of proportion to the importance of the work that is 
being done; but it is not necessarily a work which requires a great 
deal of expenditure, as the investigational features are, in part at 
least, cared for in the Bureau of Plant Industry. For the time being, 
however, we are confining our activities more particularly to the 
making of contacts with the railroads and getting assistance from 
the railroads. Mr. White, the project leader, is here and will present 
the work. 

Mr. Wnirr. Mr. Chairman, this project deals with transportation 
and storage, but most of our attention during the past year has 
necessarily, been devoted to the transportation work. | 

Mention was made this morning of the fact that the market-sur- 
veys project had done some work in regard to the cold storage of 
apples. It is realized that there is a great deal of work in regard to 
storage, both cold storage and ordinary storage, along many different 
lines. We have some data in regard to the location and volume of © 
cold-storage plants in different parts of the country, but we have 
not complete information in regard to the different commodities that 
are being stored, where they can be stored, where they are stored, 
the length of time they are stored, and what the prices are for 
storage—for cold storage and for ordinary storage. In particular, 
we have no information and no data on other than cold storage. We 
have been able to touch that only incidentally in our transportation 
work, and we are impressed with the fact that there is need of a 
campaign of education among the producers for the erection of more 
storage on the farms. That was brought to our attention very point- 
edly this last spring in some work in your own State, Mr. Chairman, 
in which we were asked to give assistance in regard to the rates for 
the marketing of the unprecedented grain crop in South Carolina. 
There was a conference in Columbia on the subject, and the question 
was asked, “ What is the estimated amount of your crop of grain?” 
The figures were given. We further asked, “ What is your consump- 
tion?” The figures were given. The question was immediately 
asked, “ Why is it necessary for you to get rates to ship your grain 
crop if you are consuming more than you are producing?” and the 
answer was that “the farmers have no capacity for storage on their 
farms, nor have the grain dealers, and it becomes necessary for us to 
ship this to marketing centers and when we need it in the future to 
buy back the same or other grain.” 

The Cuarrman. In that connection you went up against a very 
strong sentiment among the local people to build very expensive ele- 
vators and things of that sort, and you advised against it, did 
vou not? ; 

Mr. Wurre, J myself did not come in contact with that particular 
discussion. I was present personally at one or two conferences in 
Columbia in which the question of rates was up. The question of 
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transportation is so inseparably connected with every phase of the 
marketing of every commodity that for a long time to come possibly 
the greater part of our work in transportation will be in the way of 
‘supplementing work of the other sections. We have been acting, 
so to speak, as the traffic bureau for the entire office. We have been 
able to make a great many contacts with the railroads and to bring 
about a better understanding, and I might say in some respects we 
have been somewhat of a balance wheel, even in our own office. 

We have had the cooperation of the railroads, and without that 
cooperation much work that has been done in the office would have 
been impossible. Particularly are we indebted to the railroads for 
the statistics of the amount and the volume of different classes of 
commodities. It has not been possible to secure them from any 
other source, and the temptation has been to attempt to secure the 
statistical informaticn regarding many commodities. Had all such 
requests been made at once, in many cases they would not have been 
able to give us everything that we asked for. They have had to go 
to great expense to compile this statistical information which we 
have requested from them. 

‘Mr. Havern. What is the nature of that statistical information? 
4 ae Winter. The statistical information—l! refer more particu- 
arly ; 

Mr. Havucen (interposing). Has it reference to rates? 

Mr. Wurre. Oh, no; it has no reference to rates. It is statistical 
information as to the movement of different commodities and the 
volume of the movement. There is not in existence a great deal of 
information as to the volume of production of different commodities. 
Tt has not been possible to get that information from any of the 
commercial men or from any other source than the records of the 
railroads. It will be brought out more particularly later on. 

Mr. Havcen. Can not that information be gotten from the Inter- 

state Commerce Commission ? 
Mr. Wurre. Their statistics are so very condensed that they do not 
go into detail as to the different classes of commodities. The infor- 
mation of the Interstate Commerce Commission as to the different 
commodities, for instance, is segregated under a few very general 
heads of the various products—animal products, agricultural prod- 
ucts, and forest products—as a whole. One item, for instance, will be 
fruits and vegetables, and there is nothing to show which of these 
vegetables are potatoes, which are peas, or which are corn, and which 
of the fruits are oranges, which are apples, or which are peaches. 
It simply shows that the railroads of the United States for the fiscal 
year ending June 30, 1915, handled a total of so many million tons 
of fruits and vegetables, but there is no information to show where 
these products originated nor what their destination was, nor, is 
there any information to show what, for instance, an individual line 
originated or what it received from connecting carriers. 

Mr. Havucen. Why is it necessary to have in the department in- 
formation as to where a shipment or! ginated and where it is going? 

Mr. Wurre. That will be brought out more fully in the discus- 
sion of the transportation and marketing of fruits and vegetables. 
IT can only touch on the part we play in the securing of these statistics, 
as to the points of origin and destination and the total volume of 
the traffic. 
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Mr. Havucen. IJ take it that there is some good reason for obtain- 
ing those statistics. Some years ago we had, a bureau of statistics 
within the department; we also had another statistical bureau in 
another department. Furthermore, we had a bureau of the census. 


We cut out some of them, and I am anxious to know if you have been 


duplicating work. 

Mr. Branp. No other governmental agency secures the figures as 
to the crop movement which we are obtaining and which are neces- 
sary if we hope to lay the foundation for better distribution, We 
must know how much we have to distribute and where it has 
originated as well as its destinaticn if Wwe are going to deal broadly 
with the proposition of distribution, and it is to determine the source 
of these supplies that we have made these arrangements to get these 
figures from the different railroads. re 3 

Mr. Havcen. Then it is in order to enable you to distribute farm 
products more evenly? What particular work is carried on by the 
office dealing with the distribution of the product itself and the in- 
formation with reference to it? 

Mr. Srreie. Does not the trade determine the distribution of these 
products? 

Mr. Brann. I could not say that the trade does not; but the trade 
has received most enthusiastically the four bulletins that we have 
just issued on the subject. The trade papers, the railroads, and the 
shippers’ organizations have all been most enthusiastic about the 
first attempt to get together the sources of supply and the commer- 
cial movement of these crops. 

Mr. Haucen. Do the bulletins give the statistics referred to here? 

Mr. Branp. Yes. : 

Mr. Haugen. The movement of grain shipped from one point to 
another ? . 

Mr. Brann. It does not give grain. These are perishable products, 
It also gives the areas of production and the time during which the 
products are shipped to the different markets, and shows the ecom- 
peting areas that enter into the various markets at the same time. 

Mr. Wuire. A good deal of the work of the transportation section 
has been in handling the correspondence from different individuals 
throughout the country making inquiry in regard to some of the 
most fundamental things in regard to transportation—the various 
phases of transportation. It is surprising to find the lack of infor- 
mation among farmers who are producing stuff in carload lots and 
most of them selling through some other agency, having no occasion 
to attend to the details of shipping themselves. We are working at 
the present time on a bulletin on distribution which takes into ac- 
count most of those questions that are so frequently presented. 

We have requests frequently for assistance in the matter of ad- 
justment of rates. Those are matters, of course, over which we have 
No jurisdiction, as they are handled by the Interstate Commerce 
Commission. We are frequently in a position to give the shippers 
from one section information as to how the rates they are paying on 
the shipment of certain commodities to the central markets compare 
with the rates that competing areas are paying. We do not, however, 
in any case attempt to handle these complaints in a case before the 


Interstate Commerce Commission but rather to put the facts before 


the interstate producers and shippers themselves and to give them 
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idvice where, if they think it necessary, these matters can be taken 
ip for final adjudication. In other words, we do not attempt to do 
r the shippers what we think they should do for themselves. 
_ Mr. Hower. I understood you to say that you had made several 
favorable contracts with the railroads. Did that have reference to 
‘rates in the different parts of the country ? . 
"Mr. Wuire. Contacts. In regard to those requests for assistance 
and help in the marketing of some particular commodity, where the 
shippers think they are at a disadvantage in the matter of rates, we 
‘are just now handling a case from South Carolina affecting the 
asparagus producers. Sometimes a case arises where there is a real 
‘grievance in regard to rates. Sometimes it is a case where the pro- 
ducers themselves think they have reasons for not being able to 
market their commodities successfully and have gotten the idea that 
‘it is a question of rates. In some cases we have found that the 


very point of the complaint which is being made has already been 


decided only recently by the Interstate Commerce Commission. We 


put those parties in possession of the facts and save them the time 


and the expense of attempting to carry identically the same matter 
through again, showing them where the commission has already de- 

cided the point, as is sometimes the case. | 

Mr. Havcen. This information is supplied by the Interstate Com- 
“merce Commission, and they could apply to the commission Just as 

well as they could apply to you and get the information as to de- 
cisions in rate cases? 

Mr. Wurre. Oh, yes; but these requests come to us in connection 
with other requests for information on matters relating to market- 
ing, where the questions of rates are involved. Of course, anyone 
who simply wants information on questions of rates or decisions. 
could apply to the Interstate Commerce Commission and get those 


_ decisions. 


Mr. Havcen. And the fact is that they can step into any rail- 
road office and find the rates printed and on file there. 
Mr. Wutre. It is very frequently the case—too frequently, in- 
deed—that the man who wants to know what a rate is does not know 
where to go to find it. 
Mr. Haucen. Under the law they are required to keep a schedule 
on file in the office. 
Mr. Wuire. They are, but the man who wants to know that rate 
does not know what the law is. 
Mr. Sreeie. But he asks the agent what the rate on a commodity 
from one point to another point Is. 
Mr. Wuire. And maybe the agent can give him that information 
and possibly he can not. 
Mr. Greets. Why can’t he? He will give the rate. 
Mr. Wurre. He can give him the rate, but he does not always 
do it. 

Mr. Anverson. I shipped my automobile, or, rather, I tried to 
ship my automobile, and when 1 went into the office the agent gave 


> me a rate and I paid it, and before I got through I paid some more. 
_ My experience is that about nine times out of ten the agent dees 
~ not know the rate. : 


Mr. Sreeie. Can you give the rate on Mr. Anderson’s automobile? 
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Mr. Wurre. No, sir. In the work of our office it is frequently 
necessary that we know the rates on the different commodities from 
certain sections. In that respect we are undertaking to keep a file 
of tariffs in order to be able to give that information, but we are not 
making any attempt to quote rates or to do any work of that kind. 
If a man does not know where to go to get this information we 
simply refer him and tell him how to get at it. We get many 
requests of that kind. The greater part of the work that the trans-_ 
portation section has done during the past year has been in connec- _ 
tion with the experimental market news service. The work has been 
conducted this past year in the matter of making arrangements with 
the carriers for the assistance and cooperation which were necessary 
for us to have in order to make the service a success. | 

Mr. Havcen. Will you explain what this cooperation with the — 
railroad is? You are referring to the railroads, and, judging from — 
your statements, it seems to me that according to statements made 
here that the railroads are the whole salvation of the country, that — 
they only are deserving of consideration. What are all these favors _ 
that have been extended by the railroads, and to what extent? | 

Mr. Wuire. It is not that we have extended favors to the rail- 
roads but that the railroads have extended favors to us, 

Mr. Havcen. That is what I have reference to. What particular 
favors have the railroads extended to your bureau ? | 

Mr. Wuire. In the furnishing of the reports of the forwarding of 
these commodities that we were telling you about, with reference to 
the four crops that we took up this year—strawberries, cantaloupes, 
tomatoes, and peaches. 

Mr. Havucen. Do you consider that any favor? | ; 

Mr. Wuire. Without that information it would have been abso- 
lutely impossible to carry on the work. } 

Mr. Haucen. Was it not the duty of the railroad companies to fur- _ 
nish the information as to the rates? 

Mr. Wurrr. It was not a question of rates; it was a question of © 
movement. 

The Cuairman. Take a specific case. I think I catch what you 
mean. ‘Take up the cantaloupe business, Mr. White. | 
Mr. Wurirr. We received daily by wire from the railroads at the 
expense of the Office of Markets a report showing the forwarding, 
for instance, of the peach crop. We received every morning about 
7.80 o’clock telegrams from the railroads in the producing sections 
showing the total number of carloads of peaches that have been for- 
warded, segregated by destinations. We got those telegrams, com- 
mencing with the Georgia crop and going through until we reached 

the Pacific Northwest. 

Mr. Brann. In order not to get too far into that, because it re- 
lates to another project, may I say that all these arrangements 
with the railroads, which involve a world of detail and a world of 
work on the railroad’s part, were made by Mr. White’s section. The 
substantive work was carried on by Mr. Sherman’s project, but Mr. 
White made all of this possible through his section. 

Mr. Rusey. And without that information you say you would 
have been absolutely estopped from carrying on this worl? 

Mr. Branp. Absolutely. ery 
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“Mr. Haveen. That is what is being done as to live stock and grain. 
fter you get this information what value is it to you? What do 
ou do with it? t 

| Mr. Wurre. That was used in connection with the market news 
‘section. 

~ Mr. Haucen. We were told that favors of great value were ex- 
tended to the department. We knew where it came from but not 
what it was, and if you can not answer that, all right; just so it is 
cleared up before we get through. 

_ Mr. Branv. It will be cleared up fully. 

— Mr. Wurre. Any request that is put up to the railroads emanating 
from a governmental source immediately meets with some suspicion. 
Authority among railroad officials is so centralized, and this was so 
entirely a new thing, going to the railroads and asking for this in- 
formation, that it was absolutely impossible to handle it by corre- 
‘spondence. Had we undertaken to do so, we would have still been 
corresponding with the railroads about last year’s strawberry crop. 
Tt was absolutely necessary for us to go to the railroads and study 


_ their organization, to find out what particular official had charge 


over the thing on which we wanted information and get access to 
that official, put the matter clearly before him,°and show him defi- 
—nitely that this was something that was not only for the benefit of 
_ the producers along his line but that it was of direct as well as in- 
direct benefit to the railroads, both in increasing their tonnage and 
in the matter of decreasing their claim payments; and when we got 
~ access to those men we stayed there with them until we got what we 
wanted and got the instruction issued. It involved a great deal of 
travel. 
This map [indicating] will indicate the situation roughly. The 
red lines show the railroads that we have interested in this work 
and that have been cooperating with us in it. It includes, I should 
say, not less than 225,000 miles, possibly 240,000 miles, of the total 
of 252,000 miles in the country. These ‘black circles here [1n- 
dicating| represent the most important of the cities where general 
offices of railroads are located. As I say, it has became necessary 
for us to go direct to these general offices and get in touch with the 
 efficials who handle and have jurisdiction over the particular thing 
that we want. You can see readily the necessity for a great deal of 
travel in connection with this work. 
| Mr. Sreere. The point is that you are advised as to the number of 
ears of cantaloupes, the number of cars of peaches, and the number 
of cars of apples, and now you know exactly at what terminal point 
they are going to go. As understand, the object is that you are 
going to know to-morrow or next week or at some particular time 
that there will be so many cars of cantaloupes in New York City, so 
many cars of peaches, and so many car's of apples; is that the idea Q 

Mr. Wuire. That is the idea; yes, sir. | 

Mr. Sreeve. Now, when the car arrives at Omaha, you want to 
switch out a certain shipment of apples that is going to New York. 
You find the market olutted, and now you want to switch off to some 
particular point, so that you will have distribution at some place 
where they have not enough apples, say. That 1s one feature of your 
information, as I understand it. Let us assume that the party who 
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has shipped this carload of apples to New York has drawn agains 
it a sight draft on the dealer. Do you think that you can ship tha 
carload of apples from Omaha to St. Paul or St. Louis? ‘ty 

Mr. Wuire. We are letting him do that. 

Mr. Srrete. What do you do? Do you wire him that the marke 
is glutted ? 

Mr. Wuirr. We give him the information as to what is movin 
and where it is going, and we know the normal consumption of all” 
of those cities. og 

Mr. Sreeve. If you switch him off down to St. Louis and he finds 
that there is no market there at all, what happens then? — 

Mr. Wuirr. We give him the information and he does what he 
wants to. 

Mr. Srrere. It is pretty hard to keep him from going to New 
York if he has a draft against the apples. 

Mr. Havucrn. You give the information. Who is benefited by 
that information ? ) 

Mr. Wurrr. The producers and consumers. ! | 

Mr. Haucen. If the sight draft has been drawn, in all proba- 
bility the shipment can not be diverted the way the business is con- 
ducted in general. Now, who is benefited by that? 

Mr. Wuire. It does not move on shipper’s order at all times. 
Many of them are open shipments and can be diverted at will. 

Mr. Havucen. But the general run of business is exactly as indi- 
cated by Mr. Steele. Now, who is benefited by this information 
which is given to the producer ? 

Mr. Wuirr. The producer is benefited by it. 

Mr. Havcrn. To what extent and how is he benefited?’ Is it not 
a fact that, where you advise the commission man in New York or 
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in Chicago. that a large surplus of perishable fruit is coming in, 
they one advantage of that very information and put the price 
down? 

Mr. Wurrr. I will have to leave that question for the gentlemen 
who are handling the markets. | 

Mr. Branp. Mr. Haugen is assuming a wrong basis. 

a Havucen. Probably I am, but I would like to get it straight- 
ened out. | 

Mr. Branp. The bulk of the perishable products do not move on 
bill of lading with draft attached, but they move on the order of 
the shipper who consigns them. *In some instances and in some areas 
very likely perishable products do move as you have outlined, and 
most imperishable staple products, cotton, grain, etc., do move that 
way, but perishable products do ‘not; so the same theory does not 
apply. : 1 
Mr. HWavucen. I am not a commission man, yet I have had a great 
deal to do with it, but Mr. Steele js, 

Mr. Branv. Butter and poultry and things of that sort move as 
you have outlined, but perishable products do not. | 

Mr. Havcen. I think you will find that the commission men 
finance the shippers. 

Mr. Branp. Very likely, 

Mr. Havern. And they may finance them in this way. 
_Mr, Hower. The commission men need and get this informa- 
tion just the same as the producers do. They get the information 
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4 
‘that the market is going to be glutted, and they govern themselves 
accordingly. 
Mr. Haucen. They take advantage of it. 
_ Mr. Branp. That is true, and they are our strongest supporters m 
this whole matter, as well as the producers and the producers’ or- 
ganizations. | . 
* Mr. Haucen. This enables them to buy products cheaper. 

‘Mr. Branp. The information is obtained through one central 
‘source, and the best that can be secured is sent out. 

There is one point I think Mr. White should develop before he 
concludes—the daily card report and what it is for! 

Mr. Wuirr. For the purpese of the market-news service for the 

coming year, we have gotten the cooperation of all these carriers, 
and they have agreed to put into the hands of their local station 
agents at points where the 12 or 15 commodities which-it is pro- 
posed to handle the coming year are produced, where they are 
shipped, or any one of them, a supply of addressed, franked postal 
cards for reporting to the office daily each car of any one of these 
commodities which is forwarded. That information will be used in 
connection with the market-news service on the less perishable com- 
modities. It will be taken up by mail. At the height of the season 
we will ask the railroads to give us, as they did last year, telegraphic 
reports of the more highly perishable commodities. 
Mr. Streetz. Does not the commission man have that same report 
from the railroad companies! 
Mr. Wurre. No, sir. Under paragraph 6 of section 15, the car- 
riers can not give any private individual information concerning any 
shipment that is in transit, as to the identity of the consignor or 
the consignee, or any facts that would give one man information 
about ancther man’s business, but officials of the Government are 
excepted under that clause. 
Mr. Havcen. ‘Then you get the information and you pass it on 
to the individuals? , 
‘Mr. Wurre. We give it in such a way that the identity of the 
consignors and consignees is not divulged, nor is any transportation 
company given any ‘nformation as to the business of any other 
transportation company. 

Mr. Haveen. What information do you give that the railroads 
do not give? 

Mr. Wurre. Railroads are not giving out any information. 

Mr. Havcen. I understood you to say that they could not give it to 


an individual, but that they could give it to the Government officials, 
and that they are giving it to you at this time. 

Mr. Wuire. That is true, and even many things that would not 
constitute a technical violation of the law they refuse to give to the 
individual. 

Mr. Havucen. But they give it to you? 

Mr. Rusey. They do not give the name of the shipper, but they 
give the number of the cars that are shipped. 

Mr. Wurrr. They will not undertake, for instance, to give to any 
commission man the number of cars of peaches coming into Wash- 
ington to-morrow. They take this stand: “If we give it to one 


man we will have to give it to everyone,” so they do not give it to 
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anyone. When they give it to the Federal Government there is no 
burden upon us ae 

Mr. Streeter. That is different from our live-stock information. I 
can go to the Milwaukee Railroad and Say, “ How many cars are you 
going to have on No, 14 in the morning?” and they will tell me. 

Mr. Wuire. You can get in the live-stock industry certain informa- 
tion as to the total number of cars. The statement I make is a gen- 
eral statement as to farm products—the more highly perishable 
things. The live-stock industry has been developed along different 
lines and is more thoroughly organized, but I was speaking generally, 
and generally that is the case. | 

Mr. Havucen. What do you have in mind when you refer to para- 
graph 6 of this act—that certain information can not be given to the 
individual but it can be given to you. My understanding was that 
you get this information from the railroads but that nobody else 
could get it. 3 ; sie; 

Mr. Wuire. For instance, if we say that Kansas City has received 
125 cars of peaches, we do not show the individual lines that deliver 
those peaches, nor do we give any information as to the consignors 
and consignees. 7 

The Cuatrman. What do you do with your information? That 
is what these gentlemen are getting at. 

Mr. Wuire. That is used in the market news service. 

The Crarrman. Which will be discussed under another item? 

Mr. Wire. Yes. . 

Mr. Haucen. Just so that it is not overlooked. 

The Cuarrman. In your absence this morning, Mr. Haugen, Mr. 
Brand made the statement that all of these various lines of work 
were very closely linked up. Mr. White is one small link in this 
one big item, and Mr. Sherman, who will follow, will take up cer- 
tain information that Mr. White has gathered. I think when we get 
all of these men to appear before us and give us their story we will 
get a pretty good picture of the work. | 

Mr. Wuirtr. The only other point which I wanted to make in that 
connection was that, by reason of the fact that we have had ex- 
perience with transportation companies and know their organiza- 
tion and their methods of doing business, we have been enabled to 
get this information much more quickly than those who have not — 
had such training. As JT say, 1t has been necessary to go direct to 
the general offices of the carriers, and it would have been absolutely 
impossible to have handled such matters as this by correspondence. 
Furthermore, in that work it would have been absolutely impossible 
to succeed without the cooperation of the carriers. They are not 
compelled to give us this information, but they have given it to us 
voluntarily and willingly, knowing that it assists them directly and 
indirectly in many ways. 

The Cuarrman. And through you they assist the producer and 
the consumer ? 

Mr. Wurrr. Yes, sir. 

Mr. Havcen. You ect away from the cold storage. What can you 
tell us about the cold-storage eggs? What are you doing there, 
what are you suggesting, and what benefit have you been ? . 

Mr. Branp. Miss Pennington is handling that work and, I believe, 
has already appeared before the committee. ! 
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Mr. Haueen. I understood Mr. White to say that you were giving 
considerable attention to cold storage in the way of suggesting the 
muilding of cold-storage plants in the country. 

| Mr. Wurrr. No; I referred to the work that was being done in 
the market survey section in regard to the cold storage of apples. As 
‘a matter of fact, the work has been along transportation lines, and 
while storage is a part of our work we have been able to go only inci- 
dentally into it and give it only comparatively slight attention. A 
part of the increase in this appropriation is asked for the purpose 
of securing some one to handle this storage work, so that he can give 
‘undivided attention to it. 

Mr. Haveen. But you pay no attention to the storage itself! 


Mr. Wurre. No; we do not. 


STATEMENT OF MR. CHARLES J. BRAND, CHIEF OF THE OFFICE 
‘; OF MARKETS AND RURAL ORGANIZATION—Continued. 
F) 
_ Mr. Brann. The next project is the one entitled ‘“ Miscellaneous . 
_ problems in marketing and cooperation,” which has been the parent 
project of several other new separate projects. The work in dairy 
marketing and in grain, hay, and seed marketing and certain other 
activities were initiated under the allotment for this project. It is 
“used in that way. Our foreign market work is proposed under this 
‘item with reference to specific products. ‘The project is not one 
_ which is carried on in and for itself but rather as an originating proj- 
ect for other activities. It 1s used in cooperation with other kinds 
of activities, such as Miss Pennington’s work and other work going 
en in the department, with which we cooperate. It is intended less for 
carrying on cooperative work than for the origination of other lines 
of work, and during the coming year we plan to give special atten- 
tion to certain phases of foreign marketing and a consideration of 
the marketing of wool to a certain extent. In that respect it will 
be used to assist the marketing of meat, live stock, and animal by- 
ane It is in a way a catch-all project, as its title indicates. 
f you wish to hear the plans that we have in contemplation under it, 
T would be glad to go into it. They are general in character, and we 
are asking for a much reduced amount. 

The CHairMAN. I want to ask you one or two questions. First 
of all, you mentioned dairy marketing, and I would like to ask if 
your work would cenflict at all with the work in the Dairy Division 
of the Bureau of Animal Industry ¢ 

Mr. Branp. Not in the slightest. We work in the very closest 
cooperation with Mr. Raw] in his work. . 

The Crairman. I guess we will take up these other items, “ Mar- 
keting by parcel post and express.” 

Mr. Branp. Mr. Flohr, who handles this work, I am sorry to say, 
was taken seriously sick day before yesterday. and I am compelled to 
present it myself, although I am not as familiar with it as he 1s. 

We are not proposing the parcel post as a panacea for all the 

~ marketing ills, but rather, as Mr. Branch stated in his presentation, 
incidentally. It is intended for the marketing of small quantities of 
produce by persons who would otherwise probably not have any out- 
let whatsoever, and I can state from personal experience with refer- 
ence to it that there is a wonderful opportunity to develop that kind 
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of incidental farm business. I am a farmer myself in absentia, and 
I get my country sausage, eggs, and many other products from my 
own farm by parcel post. I also use the parcel post to send things 
to my farm, and I find it exceedingly satisfactory. } Vi tee 

A large variety of products have been tested, something like 2,800 
experimental shipments having been made, tracing the condition of 
the container, the condition of the product, and all of the other fac- 
tors. ‘Two bulletins have been issued on the subject, the first one 
being on the shipping of eggs by parcel post, and I do not think it 
is too much to say that it has resulted in a very wide extension of 
the use of parcel post for egg shipping. I had one experience in 
which two dozen were shipped, where the whole dozen on_the lower 
tier were broken, but that was only one case in 30 or 40 shipments of | 
similar kinds during thé winter in my experience. We have a great 
many of these experiments where we trace the actual condition of 
the shipment. That applies to other things as well as eggs, such as 
cherries, lettuce, and things of that sort, which are very perishable. 
In the case of lettuce winter shipment has been found thoroughly 
practicable. It is very high-priced at that time, and you can afford 
to pay the higher postage. So we are looking at the parcel post as 
an incidental method of marketing, but we are not suggesting, as 
Mr. Lubin does, that the cotton crop ultimately will be distributed 
by parcel post. | 

Mr. Havcen. I take it that you have been experimenting with 
hardy varieties? 

Mr. Branp. No; we have not. We have been experimenting with 
regular commercial varieties, with respect to perishable as distin- 
guished from imperishable products. Our bulletins on parcel-post 
shipping have been distributed quite widely, and we know that they 
are having effect on people who otherwise would probably waste a 
great deal of good material. 

Our men have admit cards, so that they are able to trace the ship- 
ments and follow them threughout and see just what attention is 
given to the products, and the Post Office Department is very greatly 
interested in this matter and accepts all kinds of suggestions looking 
to the betterment of the service. We are asking for almost no in- 
crease in this item, so far as I recollect it now. T will be very glad 
to answer any questions which I may be able to in regard to the 
matter. I have not made any particular study of the question other — 
than what I have stated. 

Mr. Havcrn. My experience with the parcels post is that if you 
are satisfied with taking what you can get from the parcels post, if 
you get it at all, it is good service. | 

Mr. Branp. Our work is definitely directed to seeing that what 
you get is what you want. 

Mr. Havcen. I haye made several shipments and have found that 
they were about a week or two behind and that the packages are in 
a bad condition when they are received. Do you suggest shipping 
by way of parcels post ? bs 

Mr. Branp. Yes; where it is a suitable method and where there 
are no economic conditions which would make other methods of car- 
riage preferable. 

Mr. Haucren. Have you taken into consideration the fact that the 
Government pays more than 4 cents a pound on the average to the 
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raul oad companies for hauling parcels post, whereas the express 
companies pay less than 1 cent, and that every recommendation made 
for a shipment by parcels post means to pay six times the revenue 
to the railroad company? Is it the function of the Government to 
advertise and aid the railroad companies to that extent, especially 
now that this administration was so generous .with them and gave 
them a 5 per cent increase against the decision of the Interstate Com- 
merce Commission ! 

_ Mr. Roney. Is it not a fact that the Congress of the United States 
_ established parcels post ? 

| ~ The CuarrMan. Some years ago. 

Mr. Rosey. Are you not accepting conditions as you find them? 
bs Mr. Branp. We take the two rates and compare them and compare 
the economic conditions and we try to arrive at a conclusion as to 
_ whether a man ought to use one or the other; and we also recommend 
_ the express companies just as freely for certain products. 

i: Mr. Haucen. Congress established the parcels post, but your de- 
_ partment now encourages paying the additional $3 a hundred. 

_ The Cuamman. Mr. Brand’s answer to that would be that he 1s 
not running the post office end of it. 

Mr. Haucen. But he is running this bureau, and as such he is 
cay an agent of the railroads in increasing their revenues. 

-* Mr. Branp. If we can help the railroads, we are not averse to doing 


that. They help us a whole lot. 
br Mr. Havecen. It is for us to know what this money is being used 
_ for, and if it is used particularly to advance anyone’s interest at the 
| expense of others I am opposed to it. I do not care whether it is 
_the railroads or anyone else. 
’ The Cuarrman. Take up your next item. 

Mr. Branp. The next item is “ Marketing live stock, meats, and 
- animal by-products.” That item is one in which we are asking for 
a considerable increase, $17,245. I will ask Prof. Hall to present that 


work. 


STATEMENT OF MR. LOUIS D. HALL, IN CHARGE OF MARKETING 
LIVE STOCK, MEATS, AND ANIMAL BY-PRODUCTS, OFFICE OF 


MARKETS AND RURAL ORGANIZATION. 


















Mr. Haun. Mr. Chairman and gentlemen, the work in marketing 
live stock, meats, and animal by-products deals with the live stock 
from the time it leaves the range until the product reaches the ulti- 
mate consumer. We are dealing with a product that ageregates 
something like $5,000,000,000 ‘n farm value, and the annual products 
are worth something like $3,000,000,000. In that connection I might 
say that the meat-packing industry is the largest single industry in 
the United States, measured in terms of value of products. This 
project is peculiarly an interstate proposition, because of the fact that 
the bulk of the live stock is in the Middle West and the West, while 
something like one-half of the population of the country lives in 
one-half of the area east of the Mississippi and north of the Ohio 
Rivers. Consequently there is a ereat movement from west to east, 
~ which explains why the principal market centers have been built up 
at Chicago and the Missouri River points and why the live-stock 
markets are moving westward with the population. 
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At present there are something lke 35 or 36 fairly important cen. 
tral markets for live stock in the United States to which animals can 
be consigned and sold on commission. One of the first systematic 
efforts that we have made in this project is a study of these central 
markets. We have personally visited 32 or 33 of them and studied 
their facilities, their organization, the stockyards equipment, the 
live-stock selling organizations, the speculators, and the packing 
facilities, order buyers, and so on, with the idea that perhaps two 
thirds or three-fourths of the problem of marketing live stock in the 
United States is focused right at these central markets, the fir 
necessity from cur standpoint being to get the fullest possible infor- 
mation regarding these market centers. _iI might say that of the 18 _ 
markets for which we have the capitalization figures we find they 
aggregate $47,000,000. It is obvious that live stock passing through 
these market centers is passing through a public utility, and it is 
proper to determine whether these markets are answering the pur- 
pose of public-service establishments. 

Mr. Havern. What information have you as to the operation? [I 
am very much concerned about that. What information have you 
as to the operations of these markets—the stockyards ? 

Mr. Hatt. We have a schedule of nearly 100 questions, dealing 
with various points pertaining to the operation of the markets, all 
_the way from the terminal facilities—from the time the railroad com- 
panies get the stuff at the point of origin until the time they arrive 
at the terminals of the railroad or at the unloading dock, as the case 
may be : 

Mr. Srreie. Just please follow one shipment. g 

The Crairman. He can not, gentlemen, if you interrupt him that 
way. He is trying to do it now, and I think when a question is 
asked the witness he should be permitted to answer it. These gen- 
tlemen are the servants of the Government, and I have the right—it 
is my duty—to protect them in such manner as may be necessary. He 
was trying to answer it, and I would like him to answer it without | 
further interruption. 

Mr. Srerrn. He started off in another direction. | 

The Crarrman. Well, let him complete his statement, and when 
he has completed it, if he has started off in another direction, you 
can ask the question again. You can not get the information when 
you are breaking into his statement. This bureau has been in opera- 
tion only about two or three years. 

Mr. Hau. Let me illustrate the answer to that question by one of 
the first things we did in 1914, immediately after the establishment 
of this project. Assuming that some original data would be much 
better than a lot of statistics which we might gather from the Census 
Bureau and from interviews with market people and others, we de- 
cided that we would go out and get some actual figures on representa- 
tive shipments, and we went to 12 different sections of the United — 
States or, I should say, to farms and ranches in 12 different sections, 
and selected lots of cattle on which we could get reasonably satis- — 
factory statements of the cost of production up to the time the cattle _ 
were ready to market. 

We followed those shipments from the time they left the farm or 
ranch, and in one or two eases the eattle were actually followed on 
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e round-up, in order to get that element of the cost of marketing. 
We followed them to the stockyards, through every step of the 
process of marketing, and through the packing houses, to get the 
cost of slaughtering and refrigerating, as nearly as we could, and 
out to the branch houses, and finally to the retail market. I am glad 
‘it occurred to me to mention this, because it brings out the fact that 
‘we are not considering any one step of this process as the crux of 
a ve problem of marketing but that we believe there are improve- 
“ments that can be made all along the line from the time the stock 
“staris to the market until the meat goes to the consumer. 
Mr. Sreetx. Well, you are on the round-up. What do you say that 
you can improve? Let us just take a bunch of cattle and round them 
up. What do you do? 
Mr. Hatt. The assistant who accompanied the round-up, I think, 
reported no particular part of that transaction which could be im- 
proved. ~- 
| Mr. Srerie. Give me your knowledge of a round-up. 
> Mr. Hart. Of course, the round-up consists in providing a chuck 
- wagon with supplies for an outfit of cowboys, which starts out over 
a given area of country, goes to the heads of the creeks and streams 
tributary to the grazing region and gradually from time to time 
rounds the cattle down one day nearer to the loading point. 
Mr. Sreeie. What time of the year is this done‘ 
~ Mr. Hatz. That is from August to November—the fall round-up 
i season, the beef round-up. The particular lot I mentioned was fol- 
lowed in September or October from Montana to Chicago. The cat- 
tle were sold in Chicago and slaughtered there. 
Mr. Sree. Let us round-up these cattle. 
The Crairman. You are getting in the way, now. Mr. Steele, I 
will have to ask that you let the witness continue. 

Mr. Haucern. He wants to ask him 

The Guamrman. Mr. Steele, I will have to protect you from your 

colleague. I want this round-up done right. I think they are pretty 
_ well rounded-up now. 
Mr. Sreete. What did you do! 3 

Mr. Hawn. This was only one of 12 shipments. The rounding-up 
item is a very small item in the cost of marketing. 

Mr. Sreere. It is not a very large item if you have a round-up 
wagon and outfit 4 


Mr. Hau. No, sir. 


Mr. Sreeze. In this round-up, after you have rounded all of these 
cattle up, A takes out certain brands, and they are thrown over 
here, and B a certain bunch with his brand, and they are thrown 
here [indicating]. Is that your idea of a round-up. 
Mr. Haxz. That is true in some cases. In many cases the cattle 
of different brands are separated at the market. 
Mr. Sreetn. I refer to the general round-up, and that is about the 
only way they do it. Each brand of each one’s cattle is separated ; 
then he starts to market. Let us take him to market. Go on with it. 
I want to see what he has to do. 

Mr. Hau. The next step is to load them on the cars and get them 


to market. 
Mr. Sreete. Well, he has got them loaded up. 
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Mr. Hatu. They are sent to his commission firm or to himself, 
subject to order after they arrive at the market or to diversion en 
‘oute. . 
Paar Srreve. Let us unload them. What do you do at the unload- 
ing sheds? 

Mr. Harn. The stockyards company unloads the cattle and de- 
livers them to the pens of the commission company. 

Mr. STretr. Yes. , 

Mr. Harn. And the commission company feeds, waters, sorts, sells, 
and weighs the cattle. | 

Mr. Sreeve. But what kind of cattle have you shipped in this 
shipment ? 

Mr. Hauxi. We have shipped . 

Mr. Srerie (interposing). You have shipped bulls and old cows; 
you have shipped heifers and calves and 3-year-old steers and 2-year- 
old steers. 

The Crarrman. Mr. Steele, you asked the witness a question and 
then you answered the question yourself. | 

Mr. Streeter. He does not seem to know. 

The Crarrman. If you will give him. time, he may answer it. 
The gentleman does not talk without thinking. 

Mr. Harn. As T stated, we have endeavored to find representative 
lots of cattle. We have not followed the shipment of all of the kinds 
of cattle that Mr. Steele has mentioned. We have simply accom- 
panied shipments of other people who have been kind enough to 
cooperate with us in giving us this privilege. 

Mr. Streir. He has gotten to these stockyards where these specu- 
lators are. 

The Cratrman. Let us get him to the speculators. You have got 
him to the chute and you have unloaded him. Go ahead. 

Mr. Harr. I mentioned that the commission company feeds, waters, 
sells, and weighs the cattle and delivers them to the scales where the 
packer takes them. 

Mr. Srerir. These cattle are sorted after they get in and then they 
are again sorted, are’they not? 

Mr. Harn. Yes, sir, usually, unless they are already sorted when 
they come in. 

Mr. Streeter. These beef cattle are kept off in one pen, all the steers 
in another, all the horned cattle in another, the heifers and bulls in 
another, and the calves in another. They are classified, are they not? 

Mr. Harn. Yes, sir. | 

Mr. Srretr. By the commission men? 

Mr. Harz. That is a part of the commission man’s business, of 
course. I do not know just how much detail the committee wishes 
relative to that part of the business, 

Mr. STEELE. IT want to know. You are asking for an increase of 
$17,245, and I want to know what benefit you are getting in this part 
of the department. } 

Mr. Brann. I do not think we will ever arrive at that unless we 
permit Mr. Hall to describe the different lines of work that he is 
carrying on which relate very little to the round-up and very much to 
a number of other problems. 

Mr. Haucen. We are not particularly interested in the round-up. 
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‘The Cuamman. You are not, but your colleague is. 
“Mr. Sreerx. The witness has gone out on a round-up. I want 
o know what he has found out, and I want him to tell me, if he can, 
“what benefits we are going to derive from his knowledge. 
The Crarrman. Let us agree here by unanimous consent that Mr. 
“Hall proceed for five minutes without interruption, and if in that 
‘time he has not said anything—if you gentlemen do not think he has 
conveyed any information to you—then ask your questions. ([After 
‘a pause.| That is agreed to. . 
_ Mr. Hart. That particular line of work—the tracing of these ship- 
‘ments—was part of an investigation that was carried on by direction 
‘of a committee appointed by the Secretary to form the basis of a 
report on methods and costs of marketing live stock and methods and 
‘cost of distribution of meat in the United States, and we made these 
‘records just as complete as we could. Each man who was tracing 
those shipments was thoroughly familiar by experience with the 
operations of the different stockyards, and we would be delighted to 
explain at this time, if you wish, all the details of the handling of 
‘these shipments into the stockyards. It is difficulf for me to know 
"just how far to go into detail for those of you who are not familiar 
with the live-stock markets. 

- The Cuarrman. Those who are not familiar with it do not care 
much about it. We want the general results. 

Mr. Hatz. As a result of those studies we compiled a report which 
_ was submitted some months ago for the consideration of a committee 
that had been appointed by the Secretary. That was followed by a 
“number of lines of work, more or less remotely connected with the 
central live-stock market. For instance, a special report on the mar- 
- keting of live stock in thé South was called for last year on account 
_ of the depression due to the cotton situation in the South. Several 
" weeks were spent there. A special investigation of the marketing 
of live stock in Colorado was made at the request of the governor on 
behalf of a committee of citizens who asked that a representative be 
sent to look into the market conditions there, and several special lines 
of work of that sort have been carried on and presented in special 
reports. | 
Incidentally, in speaking of the shipment of live stock to the cen- 

tral market, I want to mention one matter which we discovered in 
which the stockman can be of a great deal of assistance to himself in 
 eertain sections of the United States. I refer to the cooperative 
 }ive-stock shippers’ associations. In Minnesota something like 200 

of these associations have been formed. It is a new movement. 

T think it began in 1908, and I was told not long ago by a representa- 

tive of the University of Minnesota that it was estimated that a 

saving of a million dollars is effected in Minnesota each year through 

the agency of these associations. Several farmers, each of whom 

has only a few head of stock to sell and who formerly have had to 
sell to local shippers, by the very simple arrangement of agreeing 
on a shipping date and pooling their shipments get a earload. By 
marketing through that sort of an association tltey have saved all the 
way from 25 cents to $1.50 a hundred on their shipments. We have 
made a study of that method of.shipping and have prepared a bulle- 
tin, which is now on its way to the press. 
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Mr. Anprrson. You referred to a report made to the Secretary in 
connection with this investigation which you made on the live-stock 
industry. Was that report ever made public? 

Mr. Hauu. I think not. 

Mr. Anperson. I heard that this report had been made, and I tried 
very hard to get a copy of it but never succeeded. ae | 

Mr. Rurry. I have been here all day waiting for this item to be 
reached, and T want to ask several questicns. I would like te have 
the committee grant me the courtesy of putting these questions to the 
gentleman until I develop the facts Iam after. I want to ask, first, 
whether, in your opinion, there is proper competition existing in our 
market for the purchase of live stock? In other words, if I ship a 
carload of fat cattle to the St. Louis market, how many men will 
bid on my cattle? 

Mr. Hatz. The number of bidders varies a good deal, of course, at 
the different yards. I would like to answer that question by saying 
that at the conference which was held at Chicago by direction 
of the Secretary of Agriculture, on November 15 and 16, at which 
Mr. Brand, Chief of the Office of Markets and Rural Organization, 
presided, it was the consensus of opinion of those who gave their 
experience at that meeting that competition in bidding has very 
materially diminished within recent years. 

Mr. Rusry. Now, I want to give you this illustration. T have 
been told—I do not know how true it is—that in the Kansas City 
live-stock market, when a shipper takes his carload of cattle to the 
market, 1t reaches there in the morning and he puts it into the lot, 
and he waits until 10 o’clock for somebody to come and make a bid 
on his cattle. Possibly nobody appears until 10 o’clock; then only 
orfe man appears, and he can get only one bid upon his cattle. He 
has got to take that bid or nothing. Do you know anything about 
that condition ? 

Mr. Haun. I have heard that mentioned a number of times. We 
have not investigated that particular thing first hand. i 

Mr. Rusry. Mr. Chairman, I desire to read this letter into the 
record. I think this is proper, and I want simply to do it for the 
purpose of calling it to the attention of this Office of Markets. This 
came up in my State. We had a week at our university and agri- 
cultural college, Known as farmers’ week, and gave that week to 
various groups of agricultural people and discussed those things 
which pertained to their particular line of industry. The live-steck 
people stated, and I have this letter from the association in my 
State, dated Columbia, Mo., January 21, 1916, reacing as follows: 

Missourt Carrie, SWINE, AND SHEEP FrEpERS’ ASSOCTATION, 
Columbia, Mo., January 21, 1916. 
Hon. THomMAs L. Rusry, 
' House of Representatives, Washington, D. C. 


Dear Sir: I inclose herewith a brief report of the sixth annual meeting of— 
the Missouri Cattle, Swine, and Sheep Feeders’ Association, including a copy of 
the resolutions adopted by the association. ‘ 

Stockmen of this State are very much disturbed over the unsatisfactory — 
market for fat cattle and hogs. Many are of the opinion that wholesale and | 
retail prices for packing-house products are not in their proper relation to the 
prices of live stock. They would like definite information in this matter, and 
inks uniform system of accounting and publicity concerning the large packing 
plants. 
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You may have noticed in the Congressional Record of January 10 that these 
solutions were brought before the Senate by Senator W. J. Stone. Our live- 
k feeders will appreciate any effort you may make in their behalf. 

Very truly, yours, | 

“zt H. O. Attison, Secretary. 


_ J desire to read the resolutions adopted by that association Janu- 
ary 7, 1916: 
Whereas the live-stock industry of the corn belt is fundamental to the welfare 
of the people of the corn belt and to the consumers of meats in the United 
States ; 
* Whereas this great industry is suffering from depression because of unsatis- 
- factory market conditions; Be it 
Resolved, That we favor early action by Congress conferring upon the Bureau 
of Markets and Country Organizations of the Department of Agriculture the 
duty of enforcing a uniform system of accounting upon all corporations doing 
an interstate business in the manufacturing, buying, and selling of food prod- 
“ucts, with a view to making more insistent a proper relation between demand, 
supply, and price; 
That we favor an early enactment by Congress of a law providing for the 
standardization of agricultural products 5 
' That the United States Department of Agriculture be respect fully asked to 
issue frequent public reports on the meat supply of the United States, as it now 
does in the case of the grain supply ; 
_ And that we favor the strictest enforcement of the antitrust laws. 
- Gommittee on resolutions: Dr. A. W. Nelson, Bunceton; Judge Wm. Hf. Wal- 
lace, Kansas City ; Frank McRoberts, Malta Bend; J. H. Starr, Centralia; 8. D. 
Gromer, Columbia. 
_ Of course, I understand that this department does not have any- 
thing particularly to do with the enforcement of the antitrust law, 
‘but where you find a situation as I have described it, where there is 
“ only one bid offered for cattle, evidently there is a combination some- 
where or there would be some other packing house with a representa- 
tive there to buy those cattle. Where you find conditions of that 
sort, is it the duty of this department to report those facts to the 
proper officials of the Department of Justice or take other appro- 
_ priate action in order that those things might be looked into! 
~*~ Mr. Haw. I am not fully advised as to the legal limitations of 
our bureau on that particular point. 
Mr. Rusry. You would not have any right, possibly, except to 
report this matter to the Department of Justice 4 
Mr. Hatz. But it is my understanding that that information should 
be available. 
Mr. Rusey. If you found that that condition existed, what would 
you do with that information? Do you try to remedy that situation 4 
Mr. Hatz. Most assuredly, sir. As we get into this far enough 
to determine on wise solutions of these problems, it is our purpose 
to aid in the utilization of that information in whatever way may 
~ seem most effective. I think you understand that having only taken 
up this work within 15 months we are far from convinced that we 
understand the wisest solution of many of the problems which we 
have encountered. 
~ Mr. Rupey. I agree with you on that, and I am in accord apso- 
Jutely with the work this office or bureau of marketing is going to do. 
TI believe that within a reasonable time this will be one of the most 
important branches in the A ericultural Department. 
On the 21st of October last, in the Chicago market, no buyers 
appeared for hogs. No prices were offered, and the shippers stood 
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around there until late in the afterncon before anybody made any 
bid on the hogs. There was not a great glut of the market or any; 
thing of that sort, but the prices of the hogs went off that day from 
75 cents to $1.25. Now, evidently there must have been some pre- 
concerted action on the part of the packing houses or the people who 
bid for the packing houses, or something of that sort. Has that 
matter been called to your attention ? fa 
Mr. Haun. Yes, sir; matters of that kind have been called to our 
attention, and I might say right here that at the conference I re- 
ferred to, held in Chicago on the 15th and 16th of November (which 
I think ts the first attempt that has ever been made to bring together 
all of the interests involved in this great industry, from the pro- 
ducer clear through to the consumer), all of these matters were pretty 
thoroughly discussed, and we have an official record of that con- 
ference, consisting of some several! hundred pages, which I think is the 
most valuable material of that kind ever brought together. 
Mr. Rupery. There is a condition existing out in the live-stock mar- 
ket that ought to be remedied. Whether that can be brought about 
through this Office of Markets or not I do not know, but it is, as 
you said in the beginning of your statement, interstate business, 
and if it can not be done in that way, then it ought to be done by 
some law passed by Congress, in order that there shall be competi- 
tion between the packing houses of this country in buying products. 
If that is not true, the producers are going to suffer. 3 
Mr. Howrtt. Have you ever considered whether the Federal 
Trade Commission should not take jurisdiction of a question of that 
kind? 
Mr. Rupry. Yes, sir; and there was a resolution introduced in Con- 
gress a few days ago calling the attention of the Federal Trade Com- 
mission to this matter and asking them to make an investigation. 
Mr. Steere. Say, for instance, there are three or four packing 
houses in one of these markets. Have you discovered that there is 
a uniformity in the prices paid by those packing houses? | 
Mr. Hatt. I can not say that we have investigated that. } 
Mr. Streeter. That is, have you gone far enough to find that there 
is a practical division of the cattle and the hogs by these particular 
packing houses? In other words, have.you found out that, if to-day 
there arrives at that market 99 cars of fat cattle and hogs, there 
would be about an equal-division of the cars to the packing houses? 
Mr. Hari. We have a number of second-hand statements on those 
points, but we have no first-hand information which I am in posi- 
tion to give. | 
Mr. Branp. I would like to inject an answer there to this effect, 
that at the conference in Chicago an important commission man of 
Kansas City stated, and it was not denied in the conference, that they 
had made a practice of splitting their shipments. We are not in a 
position to say that we have proof that that is the case. , | 
Mr. Srrerr. That may have been so in years gone by, but it is 
not the case to-day. In other words, if 99 cars of butchers’ stock 
are at this particular market, would the beef cattle or slaughter cattle 
which is to go to these beef markets be equally divided; and if there 
were 150 cars of hogs to arrive there, would there be an equal 
division of the number of hogs to the packers? 


Mr. Haru. Yes; that has been alleged. 
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_ Mr. Sreece. Then, have you arrived at a place where you can insist 

on each of these buyers paying more for the product than they do? 

“In other words, there is no law prohibiting whispering, is there ? 

_ Then, if it 1s understood among these packers that each one 

will get his quota of the shipment and they know what prices they 
paid yesterday, they know about what to pay to-day. So is it your 
eepion or have you arrived at a conclusion that this stock is divided 
up! 

Mr. Hatt. No, sir; I can not say that I positively have. The best 


information we have on that subject is in the official record of our 


conference at Chicago. 
~ Mr. Sreetr. Let me take Gov. Rubey’s statement, where he said 75 
cents was taken off the price of the hog at some particular day in 
Chicago. Have you any law by which you could compel the pur- 
chaser to pay more than he did pay? 
~ Mr. Hatt. I do not think you could compel them to pay more, but 
I judge that, if collusion could be proven absolutely, it would be in 
restraint of trade. 

Mr. Sreeie. Considering they are the only buyers on the market, 
they are the men who handle all of this great commodity, and you 


have no law to put a man in the penitentiary for whispering, and 
_ you can not find any record, then how are you going to equalize these 
prices to the producer / 


Mr. Hatt. That is something that we have not, solved as yet.. 

The Cuarrman. And when you find a. solution of that question I 
want you to give it to the cotton growers of South Carolina. 

(The committee thereupon, at 9.49 p. m., took a recess until Friday, 
February 11, at 10 o’clock a. m.) 


. Houst or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Friday, February 11, 1916. 

The committee met at 10 a. m., Hon. Asbury I’. Lever (chairman ) 
presiding. : 

The Cuzatrman. Gentlemen, I want to say to the members of the 
committee especially this morning that the problem of farm distribu- 
tion and farm finance ramifies in so many directions and involves so 
many problems that this committee could probably with profit spend 
the next six months in hearing these specialists along their particular 
lines, but it is absolutely necessary, if this appropriation bill 1s to be 
considered in the House in the next two months, that there shall be a 
termination some time shortly of these hearings. There is no intima- 


_ tion on my part or any suggestion made of unduly limiting the mem- 


bers of the committee in seeking information, but T do feel that we 
have given such a wide latitude here, that we have spent—and the 
chairman has been as guilty as any member of the committee—too 
much time in discussions across the table with each other, rather 
than giving the witnesses who come to tell us what they are doing an 
opportunity to do so. I want to make a personal appeal to the mem- 
bers of the committee to make their questions as brief as possible, 
and let them be so framed that they go to the meat of getting the 
information sought, so that we can iimit in a way the time spent in 
these hearings. It will take at least a week after the hearings are 
closed and the testimony printed before the subcommittee will be 
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able to report back to the full committee its conclusions and probably 
another week before the full committee will be able to agree upon th 
bill. It will take the clerk of the committee and myself probabl 
another week before the report on the bill can possibly be written 
after it is agreed upon. So that, unless we close these hearings soon, 
we will be here until the Ist of April before we get the bill on th 
floor of the House. ; | 
In the meantime, other committees are going to be reporting appro- 
priation bills, and they will get the status upon the calendar away 
from us, and this bill will be waiting here until the 1st of May before 
we can get it considered on the floor of the House. _ a 
Now, I want to ask in all earnestness and sincerity that members 
get the information they wish of these gentlemen who are appearing 
before the committee in the quickest possible time. I want to ask 
the witnesses to brief up, as much as they can, their statements. It 
is impossible for this committee to know all of the details of the work 
you are trying to do. The best that we can do, and the best that 
any Member of Congress can do, is to get a rather comprehensive 
picture of what you are trying to do and a general idea of how you 
are trying to do it. 
Now, with that statement, gentlemen, I hope we can proceed this 
-morning as rapidly as possible. I see these charts on the wall, and 
they are exceedingly interesting. They have been worked out by 
Dr. Thompson, I presume, who is one of the bright economists of 
this country. I have some familiarity with them because they were 
brought to the attention of the joint committee cn rural credits. 
These charts may open up the whole subject of rural credits. Now, 
this committee can not possibly go into that subject. We have not 
the time, in the first place. and, in the second place, we have not 
jurisdiction of the subject. I understand that the Banking and Cur- 
rency Committee is practically ready to report a rural credits bill. 
So that, except for an explanation of these charts, I hope the mem- 
bers of the committee will confine themselves to getting that explana- 
tion in the briefest possible way and let us go on. : 4 
Mr. Srrere. And that they will not consume any more time on the- 
subject of cotton. 
- The Cuairman. I will say to the committee that, if gentlemen from 
other States who do not know cotton from jimson weed do not take 
up the time of the committee inquiring about cotton, so far as I am 
concerned, I will not ask a question about ectton except to get infor- 
mation that I think we ought to have. I think it will be agreed that 
most of the questions about cotton have been asked by those who 
know the least about it. 
Now, Mr. Brand, you may proceed. 
Mr. Branp. We will continue the statement of Mr. Hall on the 
question of marketing of live stock and meats. 


STATEMENT OF MR. LOUIS D. HALL, IN CHARGE OF THE 
MARKETING OF LIVE STOCK, MEATS, AND ANIMAL BY-- 
PRODUCTS, OFFICE OF MARKETS AND RURAL ORGANIZA- 
TION—Continued. 













Mr. Harn. I want to say that the work we have been doing with 
reference to the central martets is only a part of the general scheme 
of our work, and T would like as briefly as possible to cover a general 
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outline of our work and then go into the details on any phase that 
may be of particular interest to any of you. ; 
4 ontinuing what I said as to the central markets yesterday, I 
might summarize by saying that the principal points that we have 
di overed in our investigations so far upon which improvements 
in conditions at the central markets seem to be needed are, first, the 
“matter of more competition, which was discussed yesterday. I think 
there is a wide difference of opinion as to the means of bringing this 
Been, Second, more stable prices, and I suppose that the violent 
-fluctuaticns of prices at the central markets are the most common 
cause of complaints that are coming to us from day to day, and for 
which there are various remedies that will in part help solve the 
difficulty. 
_ There should be a better distribution of receipts of the different 
_ classes of stock throughout the season instead of there being a con- 
gestion of different classes of cattle—range stock, for instance—dur- 
ing a comparatively short season. Of course, there is a limitation as 
to the period over which they can be spread out. A good example 
of what can be done in that respect is the effort of the National 
Wool Growers’ Association in bringing about early lambing through- 
out the Northwestern States, which means that the lambs begin com- 
on the market in June instead of August and September, as 
formerly, and spreads the marketing of lambs over five or six months 
instead of only two or three months. 
fi The same thing applies to the distribution of receipts over the 
days of the week. Most of the markets, as the chart which I have 
here will indicate to the eye, are in this situation: Monday and 
Wednesday in Chicago represent 77 per cent of the receipts of the 
week, and that means a congestion in unloading and an impediment 
of business on the part of everybody concerned. To what extent it 
is possible to remedy that difficulty we are trying at present to deter- 
mine. So far as we have studied it we find it is largely a matter 
between the railroads and the shippers. 
Our Mr. White, who spoke to you yesterday, is working with the 
members of our project in trying to bring about a condition which 
will enable the railroads and the shippers to adjust the schedules of 
the stock trains so as to make it possible to get more cattle there on 
Tuesday and Thursday and relieve the congestion on Monday and 
Wednesday. Of course, we do net expect to bring about an equally 
distributed five-day market, but it looks possible to do a good deal 
along that line. At the conference in Chicago in November, at which 
representatives of -all branches of the industry were present, it was 
agreed by everyone that it will be a splendid improvement if it can 
‘be brought about, and it was felt that it is practicable in part to 
_ bring it about. | 
Then there is a need of more uniform reports from the different 
| stockyards. We are engaged at present in an effort to get monthly 
_ reports on a blank which we have supplied to some 35 or 38 markets, 
_ which I mentioned yesterday, and we find that the stockyards people 
are very courteous in cooperating with us in this matter. 
Mr. Rusey. Is that paper that you have a list of the questions that 


_ you send out? 
21901—s3—_16—_6 
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Mr. Hauu.-No, sir; that is a list of items which we are personall 
following up in visiting these markets. here, 

Mr, Rusry. How much space would that table take up if it was 
printed in the record ? / cd al 

Mr. Haru. It occupies not more than two or three pages of printe 
matter. It is about a dozen pages of typewritten matter. : 

Mr. Rupry. I would like to have that in the record. | 

The CuarrmMan. Without objection, it will be inserted at th 
proper place. 

(The tabular matter referred to follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 


OFFICE OF MARKETS AND RURAL ORGANIZATION, 4) 
WASHINGTON, D. C.. 


STOCKYARDS INFORMATION. 
1. Name: Location. 
Pre ICT tee Ry ce is Beles erie Be! NERD ee SR _.-~+- $25 


Pecreta ky ie aie PS Ber ee ohn ae ee __--... er 
PCASHPOT A GS FT Tes Poe See es ts tees —--. | JL See - 


« Capitalization__>-_-___-:___ | 
- Ownership_*__--___. oe . 
. Date established (brief early history) _-_.___L_u_i____ 3 
- Area containing buildings and pens_._-:__2_____+_.___ 
Jota area ———--—-___ --~ 44 - + ee eee 


O OU 09 b9 


~] 
A 
= 
= 
® 
eo) 
= 
i=) 
D 
5 
2) 
rer 
re) 
B 
Q 
° 
= 
7) 
4 
© 
oo 


8. Stockyards tracks: 
Name of company operating___1_-___..12.1__.__) a 
Formed under the laws Of__--n21_e te ei 5 ee 
Name of company OWNING... 4. 
Formed under the laws of__.._...-_____.___ |__| | 
Miles of terminal tracks ~--~-----~---=--- +--+. eee 
9. Unloading facilities: 
Number of: single-deek chutes. i2-_2 1. slu.._4i-2!_.._ 5 
Number of double-deck, chutes._-..-.-__-______+____ (3) nnn 
Number of dock pens___.._____________| | _ 
Loading facilities— 
Number of single-deck chutes_________.__u._ii.)_ 
Number of double-deck: chutes_.i.-2s2_4i.c...J) 45) 
Number of dock pens._—---.222_24..-2 tf 
Chutes constructed for spotting cars of what length,______ 
10. Number of boat docks and facilities for moving stock by water: Lighterage 
charges______._ 1-1 2 
11. Daily capacity: : 
Cattle wnt tn nn 8 a ee 
Hogs 


a i a a 
SS Le YF Pc St ee SS a Sar Sa <n Steel neal nee 


Calvesi lacuna Lis ee ee Bee 
12. Average daily receipts for 19—: 

Beef cattle and dairy cattle____..._-___ 

HORS esc ee ee a 


Se ee ee es a 


Calves 





ee a ee ee ee eee 
—— ee ee es 


ce a ee ee ee ee ee ee er OO 
—— ee ee 
— a me _ . 








Calves ------------------------------------ 

Dairy Rete a pap ee | Bea ae 
ee ol age sae 
; Feeder cattle Meer Sikes a eae agers. 
4. Yea arly movement of live stock, by months: sa Vid. eats 
Gattle (beef and dairy) ~---------------------------------------------- 


= ---- == 8 ent eA RN ere ates 
ie nnn nnn nn 
I 
EE Ea 
15. Are weekly, monthly, and yearly statements published ?___-__--------------- 
6. Get receipts and shipments, by months, as far back as possible (see attached 
ft. 


I 
Annual receipts, by months (see attached sheets) : 


ew ae ee ae eee te Oe ee i eas a eee ee Se 


Feeder cattle ____----.-------------- 
48. Annual shipments, by months. (Show 
tached sheets) : 


NN ela em 


7: 


a are year ana 
19. What kind of stock do you consider your specialty ?_-------------------— = 
90. Market demands: 
ge ene 
OE a ae aE eee heen 
INI PES lop — 
IOS 08) oe as ee 
: he ne 
: I ee earner 
) Rn ae oe Se nr 
" Ea a allem 
Feeder OEE ee eee elaice eee Dae ei ee eS 
_ 21. Market days for: 


% Beet onttle...----------------- "=> 









e 


ee SS ee a a ae aera TE 


Dairy cattle_---- OE ee en rd 
Mee) 
I iis a6 eae nee eT 
NEEM xicot: opens ————--annwnne 
; Closes tk eeema near Tee a~ SABER: VATS b peti me 
Are these hours prescribed by the live-stock exchanges, yares, or by 
, eee oe hg 
Be sian stock be bought and sold before and after these hous ?_.---- 


ar Switching charges----------------------—— 
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Horses and mules___..© ~.--.--.-.--....__= : 
Calves_.-22u-ssk eee 


26. Commission charges (per head and in carloads, mixed and straight. 
for handling stock for other commission firms and yards traders) : 


Per head. Straight carloads. 
Cattle.- aos ee nee 
js. Eien Sep kee ee Ne eee Ce Ss. D Le eee 
SSTRCO Li = i oF 5 aS eee S. D. cae DD. 
Horses and mules_-.. 9 _L_i-uuutu.-...5. eee 
Calves oven ee Sa eee eee ree S. D.. 2.2 D. D. 
Dairy cattle-2.-2.2-2 Siu a kl eeo 2) ee 
Mixed carloads. Yardmen’s stock. 
Cattle___......mmne. -__Lu.1_) 2} "ee 
Hogs_.__----. | Ls ee = 
Sheep----__.---- ss Lili | er 
Horses and mules__.. ° =_._..__....__...... i... 2 
Calveso._--- ou ieee 
Dairy cattle--_--. lll) 
27. Insurance charge___......______ Paid to whom_____ J] } 


_ 28. Inspection charge: 

Antemortem, other than for stags and piggy sows 
Stags and piggy sows___________ 
29. Dockages for stags and piggy sows 
30. Vaccinating charges 

31. Dipping charges: 
Number of sheep dipped per hour 
Number of cattle dipped per hour 
$2. Shearing charges.-_____.:_______- rrr 
33. Weighing charges... 2.00 se a 4 
34, Are freight charges based on “ filled ” or “unfilled” stockyards weights? 
When freight charges are based on “ filled” weights, what shrinkages 
per car are used for: 


-——e nr ranean ee ee 
eS A SS Se le SS al Se a 
SS SS ES SS SS SS SS Se Sa SSS Se 


TS a a a a a ea 
a a a a a yr 
Se eS ESR ce SSS 
ee 
Oe a ee re meee ae eet a ae mes ar as easy a ig ty eon recat enk 


35. Railroad scales (answer where freight charges are made on track scales 


Description of equipment 
36. Stockyards scales: 
IOIN Dat ceo ae ee ee See 
When and how tested 
37. Feed charges: 
Corn 


Se ee a eS 


Se Oe a a hy ne SN a 


TR 
SS eS 


a 


Timothy 
Prairie 
Clover —-_—___-_ ee / 
i a 
Mixed 


SS a a a hens ae 














I ete) s+ - 

8. Feeding en route: Rb ele Pde tuts mre | 
Charges (itemize); are there yardage, switching, and insurance charges 
3 made against stock stopped en route for feed? 

a (Origin of shipments. ) (Destination of shipments.) 


ee i ee ee ee ee ee = ae 
ee a a a a ee ee 


ae ee ee ee ee ee eee ere 


Name points at which shipments coming to your market from other markets 
are stopped and fed. 
4 (Irom. ) (Points. ) 


39. Lumpy cattle: ieee 

ETAT oo a ee ee 
| Prices paid --__--------~----~--~~--------~---------------------------- 
Contract for sale made by whom_------------------------------------ 
ST ee ee an ee 
je =60Stsi(s«wWSrkl amoournt received by shipper_----- id ie se Pea FE Re SS 

40 “Crips”: 


Nuniber received annually___-_-_------ Tacs Bese ie a ga 
Rr es ie Ned meron alan ri te 
Contract for sale made by whom__--_--------------------------------- 
Sue fo whom sold-______----_________--------+---=---------------------- 
41 Dead stock: 


Number received annually___- Ete, etsy Sie ana Downe 
5 rer a ti ee feos etek eae 
\~ Contract for sale made by whom___----------------------------------- 
@umemnonwnom sold——___~ == = 5 $n nnn 
42 Commission firms: 
. ee eee 
La ee 8 ee --_----------- + 5 
43 Live Stock Exchange: 
Retest toes 2 Te ee 
nn nr nee 
ueeiin tee nn nnn nnn 
i ee - 5  -  e 
eer oroanization.__—. 2-5 --__---------------------- += --- sana 
Bond required by stockyards company_--------------------------~=-== 
Must all stockholders of a firm be members_-~-------------------------~ 
Speculators and traders: 
Number permanently located at Markel. t.- ae ee e eeee  eee 


| 45. Traders’ organization: 

a I Re ee 
nn en EN 
MINTY Mog 2... a 


\ a 


Date of organization___----------------------------------- “Yet ers ee ee 
Bond required by stockyards company---~---------------- nnn 
B Must all stockholders of a firm be members_--------------------------- 
4G. Feeder-cattle dealers: 

ay Number permanently located at PERCE ed 12 en Sa ie > Are Re Se ee 


i 


_—-— ee ee ee ee ee ae ee om ome om ee ne oe ame oe es 
ieee —— ee ee we we ewe ere 
ewe ee ae ee eee ee ——e eee re eee ee es oe a ee et aoe oe oe ee Oo oe Oo om an Ce oe ee em 
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48. Outside buyers: 
Names. Firms represented. 


—— ee 


49. Per cent of yards’ receipts sold through commission firms: a 
Beef cattle__.__________v-+--~------- 5555-5 


Calves 22-22 ne eo 
Dairy cattle..___— ~~~ 24 ee eee 4 

50. Shipments sent direct to packers: ; 
Names of firms receiving. _____—____------- -------+ +5555 ee 

51. Per cent of yards’ receipts shipped by local buyers, as distinguished fron 
that consigned by stockmen: 

Beef cattle___.___._____________________-._._____L 4 







g 
7 


mente renee: 
er em a Oy NAN NN CN AE TN OLE EET 


52. Shipping stations: 
Location. Owned by. : Kind of stock shipped. 


wet nr nna a ea ae ee ee ee 


_ 58. Local slaughtering establishments: 
Plants— 


Daily capacities : Names of other markets at 
Name. Cattle. Hogs. Sheep. which buyers are located. 


—— _— — — ee ee ee i ee ee ee EE 


Names Capacities. 
54. Live-stoeck market papers_.......u..._./.|__|_ = oo eee 
55. Finishing stations adjacent to market: * 
Location. Manager’s name. Railroad on. 


——— SS ee SS ee SS ee ee ee ee 


56. Names and addresses of stock yards in vicinity____-_____ = 
57. Names and addresses of cooperative shipping associations patronizing mar- 


eer ee ee ee re eC 


58. Names of live stock loan companies 
59. Railroads (entering city) 
60. Stock-train service______.__.-_____.._|. 


61. Must shipper buy and sell stock through commission companies: What are 
clearance charges if shipper does his own business 
62. Stock yards problems 


" 


3. Tanneries or hide companies: 


ae a eS ee eS ae Ser eA a (ete i on = ae pe 


ee 


64. Rendering companies: 


-— ee a i a a a a i 


Names. Location. Ownership and officers. 

65. Serum companies: 
Names, Location. Ownership and officers. 

66. Banks: if i Seen nee x 
Names Location Ownership and officers 


Mr. Harz. I have samples of the blanks of which I spoke just now 
and which we are sending out, which I shall be glad to show you, 
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“together with the blanks on which we are entering up this information 
from month to month. In the course of time we will get it perfected 
and send it out asa monthly news service along the same line that 
was mentioned yesterday for perishable crops. We think that the 
_ stockmen need a good deal of information which is now available 
_ only to people at the markets and that, if that can be done, it will 
_ bring about a more intelligent and evenly distributed marketing of 
_ stock, to some extent at least. . 3 

| %, ae Srerie. Your project covers the live-stock industry, does it 
not: 

# Mr. Harz. Our project is entitled “The marketing of live stock, 
_ meat, and animal by-products.” i) 

Pi Mr. STEELE. I will have to ask the chairman that your discussion 
be kept in line with that work. 

Mr. Haz. I might say that we are cooperating with the Bureau 
of Crop Estimates in that matter, which 1s more or less statistical, 
but it ought to be taken up from the standpoint of the stockmen and 
those who are familiar with the live-stock business. 

_ The CHarrMan. You say that on certain days of the week your 
~ planks so far show that the stockyards are glutted and overcrowded ? 
Mr. Hau. Yes, sir. 

> The Cusmman. Due to—I do not know what, and I do not know 
that you know what. - 

Mr: Hatt. It is due to a variety of causes. 

The CHairmMan. Yes; to a variety of causes. 

Mr. Hatt. And that is what we want to study. 

im Lhe Cramman. Now, what you are driving at is to try to draw a 
definite conclusion as to the cause and then try to work a remedy 
for the situation? 

* Mr. Hatt. Yes; but what I was saying a moment ago deals with 


another subject. 

Mr. Sreeve. At the proper time I want to ask if the live-stock ex- 
changes and commission men have not been working on that problem 
- for 30 or’35 years? 
| Mr. Hau. Yes, sir. 

Mr. Sreete. And they can not change it? 

Mr. Harn. You are speaking of the five-day market proposition ! 

Mr. Sreete. Yes; Monday and Wednesday. The glut is on Mon- 
day and Wednesday, is it not! 

Mr. Hartz. Yes. There have been several very carefully laid at- 
tempts made to improve the conditions, but they have failed. 

Mr. Sreeze. Now, the condition is this, as I understand it: The . 
eastern buyers go to the western markets to buy their fat cattle. 
They want to buy them on Monday and Wednesday. They do not want 
to buy them on Thursday ; consequently the farmer knows that he is 
not in competition unless he is on the Monday market or on the 
| Wednesday market ; and the fact seems to be that it is to their interest 
' that these eastern buyers should go to these particular markets on 

these particular days. 
F Mr. Harn. At our conference in Chicago the eastern buyers told us 
| that they could buy just as well on other days of the week but that 
the present custom is a relic of the old days when the export boats 
left on certain week days and when the New York trade was consum- 






lee 
) 




















$8 AGRICULTURE APPROPRIATION BILL. 


ing a much larger number of live cattle. It seems that they are buy 
ing now principally on two days a week because the cattle are there 
but they would buy the cattle on other days if they were there. 

The Cuairman. It is a trade custom? | og 

Mr. Hain. Yes; it is a trade custom which could be broken up. 
according to the contention of a great many well-informed men. 
The highest officials of the live-stock exchanges at present, and other 
officials, the stockyard companies, and the buying interests, have ex: 
pressed an earnest desire to cooperate with us, and they have ex 
pressed the belief that through the efforts of a disinterested agency, 
such as the Department of Agriculture, it may be possible to bring 
the matter to a head, whereas it has not been possible to do so through 
the efforts of those immediately concerned. As I say, we have not yet 
fully determined to what extent that ig possible, but it is one of the 
lines on which we are working at the present time. : f 

The monthly report that I was speaking of, we think, will be of 
particular value with respect to the shipment of stockers and feeders 
from the markets to the country from month to month, especially 
during the summer and fall season. We hope in time, possibly within 
the next year, to develop a monthly report of. fat stock on hand in 
the different sections, both en feed ‘and_on grass, and if that proves 
as practicable as we believe it will (and I might say we have con- 
sulted with the representatives of the trade carefully in these mat- 
ters), we hope that will eventually make it possible, and within a 
very short time, too, to issue periodical reports of the supply of 
feeders in the different sections where they are purchased, so that the 
stockmen in the corn belt and elsewhere will be more fully informed 
as to Just where they can go to get the feeders they want or to just 
what markets they can go to secure the grades of cattle they want. 

In that connection, a line of work that has been undertaken in con- 
junction with the work of Mr. White, who spoke before the committee 
yesterday, is a complete study of the volume of shipments from the 
different live-stock shipping points in the United States—down to | 
probably 20 carsa year. The railroads are being solicited to furnish 
us this information just as they have been as to the number of cars 
of strawberries, peaches, cantaloupes, and so on. There has never 
been a complete study of that kind made, and, until we know ex- 
actly where the principal live-stock shipping districts are located— 
that is, for cattle, sheep, and hogs—we will not be fully informed as to - 
Where the vital needs exist for some of the lines of work that need to 
be done—the working out of shrinkage in transit, minimum carload 
weights, the feeding-in-transit stations, and so forth. 

Mr. Stree. The weight in transit js established by the railroad 
company ? 

Mr. Harr. The system has grown up “like Topsy.” The minimum 
weights vary in every section. 

Mr. Streeter. But the Interstate Commerce Commission gives the 
minimum and the maximum, does it not? , 
Mr. Harz. As I understand it, it must be approved by the Inter- 
state Commerce Commission. 

Mr. Streeter. What is the weight of a carload of cattle? q 

Mr. Harz. Twenty thousand pounds in some sections, but it varies _ 


in different sections. On cattle it varies from 19,000 to 26,000 pounds. 
in different classifications. 
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ae Sreete. Nineteen thousand pounds is a short car; 26,000 is 
Mr. Haru. Nothing regular, but 22,000 is the usual weight. 
Mr. Srerte. Twenty-two thousand five hundred pounds? 
Mr. Harr. That varies in the several classifications. 
“Mr. Steere. But my understanding is that certain lengths of cars 
nave a certain minimum ? 
> Mr. Hatt. No, sir; that varies in different sections of the country. 
There is a great need of uniformity along that line. Take the case of 
lambs. When we were investigating the marketing of live stock in Col- 
rado and Wyoming we found that the minimum was 22,000 pounds, I 
fhink, on a double-deck car of lambs. It varies from 10,000 to 16,000 
ym single-deck cars and from 19,000 to 26,000 on double-deck cars, 
_yarying with the length of the car, etc. But it is the uniform testi- 
“mony of sheepmen in the West that they can not possibly load a 
earload of lambs up to a minimum weight because those minimum 

‘weights are on the basis of sheep and not on the basis of lambs. Con- 

sequently, on every carload of lambs that comes in there are several 
nt in freight, over the actual weight hauled, to pay. In the 

South, to a large extent, the rates are based on an amount per car. 
“That encourages overloading and increases the amount of damage 
“and loss in transit. It would take a long time and it will take the 
“cooperation of many of those interests to bring about much improve- 
“ment on that point; but that is all the more reason why some begin- 

ning should be made with it, and on that point, so far, we have only 
made a beginning. 

- Mr. Steere. Now, as to distributing these fat cattle that you speak 
about on the market at later periods, I would like you to tell me 
how you are going to do that? 

- Mr. Haru. We think that will be a very slow process but that by 
“gradually placing ourselves in a position to publish monthly or possi- 
“bly semimonthly or quarterly reports—we do not know just yet 
how often it may be practicable to publish those—— 

Mr. Steere (interposing). Now, you understand that I am talking 
particularly about Iowa, Missouri, Nebraska, and South Dakota—the 
feeding districts where they raise corn. They do not raise cattle 
because their farms are not large enough. They have got to raise a 
corn crop and then go into the cattle-raising districts and buy their 
“cattle and put them in, and they put them in along about the ist of 

October or the 1st of November. Now, the profitable feeding life of a 
steer is from four to five months. 

Mr. Hatt. Yes. 

Mr. Srrere. Now, if that entire territory has consumed all of the 
‘range cattle—the feeding types to put into the yards—they must 
turn those cattle in in February and March. 

Mr. Hat. Yes. 

Mr. Sreerr. Now, how is it possible for you to tell me as a farmer 
who is consuming my feed (and my gains are only about 2 pounds 
during February) that I can go and buy 50-cent or 60-cent corn and 
make it profitable for me to continue that feed for 30, 60, or 90 days 
longer? How do you figure but that I am losing money 4 Con- 

sequently, not having the money and not having the desire to go to 
Vthe bank and borrow more money to feed my cattle or buy this corn 
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that is necessary for me to protect whatever little profit I already 
have, I must ship my cattle in January and February, when thes 
fat-cattle floods come, and it is impossible to change them. Ve 
farmers have been trying to get away from that by the summer feed. 
but the great bulk of these western cattle are fed four or five months, 
four months being the average, from October and November, and 
shipped February and March, which is the fat-cattle flood tide on 
the markets. For instance, you buy a load of cattle at $6 a hundred 
on the market and you ship them to your farm. It takes 10 or 15 
cents freight and then you put 50-cent corn in them. Really to 
make any profit you ought to sell for 8 cents a pound, but, if yo 
only get 7 cents at the market and your steer weighs a thousand 
pounds, you have $10 profit to start with, which is not enough for 
the farmer to make a living profit. Now, under those circumstances, 
when you have to ship the cattle, I do not see how this Government 
or the Kaiser of Germany could change the flood of cattle at this 
particular season. | 

The CyHatrMan. Ever since I was born, and long before that— 
before my daddy or his daddy were born—the people of the South 
have been in the very same condition with reference to cotton that 
you describe as existing in the cattle business. We have sold the 
bulk of our cotton crop from the 15th of September to the 15th 
of January. We have been doing that ever since the first seed 
was planted in the South, with the result that many of us have 
“busted” and gone poverty stricken in that country, and never until 9 
the last three or four years did the producers wake up to the fact 
that that system could be changed if they could get cheap money. © 
Therefore, many of the States in the South are adopting State 
warehouse systems whereby they can use these warehouses and bor- 
row cheap money to prevent the situation you describe. Now, if we 
can do that we can lengthen the period very much for handling 
our cotton. It may be that in a thorough investigation of the subject 
somebody will discover a method of working out that problem. 

Mr. Sreete. But you can not take a load of cattle and put them in 
a hay barn and not feed them. 

The Cuamman. That is very true. I appreciate the difference; 
but I say, with respect to cotton, which is such a nonperishable thing, 
that it was marketed for about 200 years before anybody discovered 
that it was nonperishable. 

Mr. Srrete. But you can put it on the shelves, and it will not — 
decrease. | 

Mr. Hat. May I say that the Corn Belt Meat Producers’ Associa-_ 
tion, which is virtually an Iowa cattle feeders’ association, is working — 
with us on this proposition, and the president and executive com-_ 
mittee of that association have expressed the belief that that could be 
done. They admit that it is a hard proposition, but as an old—I do- 
not believe I could make you believe that I am an old feeder—-but as a 
former cattle feeder in Iowa 

Mr. STreLe (interposing). Yes; old cattle feeder. | 

Mr. Haru. I understand that it will be difficult to bring that con- — 
dition about to a great extent, but what the lamb feeders have done. 
in the Northwest is an illustration of what can be done. It occurs to 
me also that in the tobacco district in Lancaster County, Pa., they 
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buy fifty to seventy-five thousand cattle a year, and they are not so 
mited as the corn-belt feeders think they are as to the particular 


time when they must get their cattle and the particular time when 
they have to sell them. There is room for some shifting of dates in 


that feeding system in Lancaster County, .Pa., and perhaps in some 
of the districts of the South in cottonseed-meal feeding areas. 
Another thing on that point is this: A great many cattle feeders 


_ need to know more about certain times in the year when certain grades 
of feeder cattle should be bought, when they are best worth the money, 

and the time of the year when certain grades of fat cattle can be sold 
to best advantage. 


I find in going through Towa and other States, and especially in 
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“Tilinois, where I was familiar with the situation for a number of 


ae that some men will buy the best grades of feeding cattle in 
September and October and feed them for the spring market, ap- 
parently not considering at all that they are marketing their cattle 


at a time when those grades are least in demand; and others are feed- 


ing common cattle for the fall market, forgetting that that is the 


_ time when grass beef comes on the market, to compete with grain-fed 
beef of plain quality. By getting that information into such form 
_ that a man can not help seeing it, while we realize that it will be a 
long time before it can be done, we know that a great deal can be 


accomplished through this periodical market reporting. If we could 
convert the feeders along this line it would overcome a great many 


of their difficulties. 


Mr. Hercesen. Have you worked out any definite plan to convert 
them to? You speak about converting them. Have you any defi- 
nite plan to hold out to them to convert them to? 

Mr. Hatz. That part seems very simple. What we want is more 
general distribution of receipts. We are going to cooperate, and we 
‘are now cooperating, with State associations such as the lowa 
Feeders’ Association and the Corn Belt Meat Producers’ Associa- 
tion 

‘Mr. Heuocrsen. If you spread out the marketing of cattle over the 
12 months of the year it would be an ideal system, but how are you 
going to accomplish that! 

Mr. Hazu. We do not expect to do that completely, sir, but by 
encouraging the feeding of more cattle on grass in districts where 
that is possible and profitable—by going into such a district as Lan- 
caster County, Pa., and endeavoring in the first place to deter- 
mine just what is practicable as to a change in the time of feeding, 
and in other districts, we believe that gradual progress can be made. 

Mr. Hexcesen. How many large cattle markets are there ? 

Mr. Haru. We usually speak of 12 or 15 big markets—Chicago 
and the Missouri River markets and three or four more that are 
known as principal markets. I said yesterday, when you were not 
present, sir, that there are about 35 or 36 central markets in this 
country to which you can consign stock and sell it on commission. 

Mr. Hexucrsen. Do you not find a situation frequently where one 
market may be flooded with cattle and the other markets be short? 

Mr. Haz. That is frequently the case. It is not so frequent and 
noticeable as in the case of perishable products like strawberries, but 


it is true to a large extent. 
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Mr. Hencrsen. But the way in which it has been worked out in 
the West on other lines is by not permitting goods to go to a market 
when the flood time comes and by distributing the goods where the 
market is short. I think that something like that may be done with 
cattle. , ; ; : 

Mr. Hatt. We have thought that at some time it might be desir- 
able to have a Federal representative at the principal markets 
through whom this news might be gathered and centralized for dis- 
tribution. | 

Mr. Srrete. Do you not suppose that the cattlemen know these 
conditions just as well as a representative sent out by this Govern- 
ment—as to just where he can sell his cattle? 
Mr. Hanx. Most of the experienced cattlemen do, Mr. Steele, but 
a great many of the younger men, the beginners in the cattle busi- 
ness, are demanding information along this line, and we are getting | 
the information they want so that it can be properly distributed. 
There is a good deal that we can not give them fully as yet, and 
we feel that it is the duty of the Government to prepare to help them 
as far as possible. 

Mr. Steere. For instance, Clay, Robinson & Co. are the largest 
loaners of money upon range cattle in the world. Do you suppose 
the Government could send a man to any one of these markets and 
direct any portion of the shipment of those cattle? 

Mr. Hatr. Not at the present time. I do not think that would be 
possible now. 

Mr. Srretz. Do you not suppose that they know and that it is 
their desire to get the best price for their cattle that they can get for 
their customers and to send them to the proper market ? 

Mr. Harr. The situation on that point is just as was brought out 
yesterday in connection with the distribution of fruit. Each agent 
concerned is doing the very best he can, and some have developed a 
very high degree of efficiency, but there are many points on which 
they are not getting together as they should. There are points on 
which the stockman does not understand the commission man, and 
the stockyard people and the packers 

Mr. Stree (interposing). Oh, the stockmen understand their 
commission men very well. 

Mr. Haut. I appreciate that. F 

Mr. Srerin. They understand their commission men very well, just 
the same as a client understands his legal adviser. 

Mr. Hauu. I am speaking of them as a body. There is no pro- 
vision for general cooperation. There is most excellent cooperation 
in individual cases. | 

Mr. Srreve. There is absolute cooperation. | 

Mr. Harr. But I am speaking about the cooperation that is neces- 
sary to bring about a change in these general tendencies, which we 
can see from the chart are wrong and which no one man and no one 
firm or association of men can change very much but which it is 
necessary to correlate and bring together in a large way. It means 
time and slow progress in some particulars. | 

Mr. Hencrsrn. I think Mr. Steele’s trouble is that he judges the 
majority by a few large intelligent shippers. whereas there are a 

reat many small shippers who combine to make 4 large carload 
shipment and who know very little about it. ) | 
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| Mr. Serre. That is true. They put these cattle on the cars, and 
| t a will be several colors of paint on them, and they will be 
sol 
| Mr. Hetcrsen (interposing). Oh, but you are talking about mar- 
_ keting conditions, and they do not know anything about that at all. — 
The CHairman. All right, Mr. Hall, proceed. 

_ Mr. Hau. There are a number of matters that I might class under 
the head of abuses which stockmen generally are complaining to us 
about, both individually and through their associations. The mar- 
_ keting committee of the American National Live Stock Association 
reported last year that the most important problem confronting 
_stockmen at the present time is the stockyard problem, the conditions 
3 t the stockyards, and they enumerated a number of conditions 
adverse to the interests of the steckmen which demand to be reme- 
died. They have asked the cooperation of the Department of Agri- 
culture on some of those matters, and so far as it is consistent we 
‘tee! that such an association as the American National Live Stock 
Association, the Corn Belt Meat Producers’ Association, and other 
“representative associations of live-stock men are entitled to such 
- cooperation as we are in a position to give them. 

- In matters of market service, discriminations, and unfair practices 
which deprive the shipper of stock of a fair return on the animals he 
_ has shipped to the markets, we believe that we ought to get complete 
information in order that the facts may be furnished to the shippers 
i stock for their benefit. 





















_ Mr. Streeter. You speak about abuses. Name some of those abuses. 
- Mr. Hau. The discriminations against stock that is forwarded 
from one market to another is a good example of that. I might say 
that in conference with the buying interests they admitted that there 
_has been abuse, and recently some of the interested parties have ex- 
_ pressed their intention to correct that matter just as far as they are 
in a position to do so. 
__ Mtr. Streetz. There is a question I would like to have you solve. 
_ For instance, Helgesen ships a load of cattle to Sioux City. He is 
not satisfied with the price offered. He forwards them to Chicago 
and loses money. Now, can you tell me why? 
Mr. Hatz. In some cases it has been declared, and it is in the official 
record mentioned here, that that is because the bid on those cattle at 
the first market has been wired to the second market, and that the 
stock has been discriminated against on that ground, not only in one 
case but in hundreds of cases which have been reported to us but 
of which, I may say, we have not personal eye and ear knowledge. 
However, it is on record unquestionably, and the records will bear out 
the statement. There is no question but that there have been abuses; 
the buying interests themselves have recently admitted that, and 
_ they expressed a willingness to better conditions as far as they could. 
_ Mr. Streetz. What buying interests ? 
Mr. Haru. The buying interests at some of the principal stock- 
yards. I do not know whether it would be proper for me to name 
them. 
_ Mr. Sreere. Well, say he ships his catile to me and I offer his 
‘cattle for sale. He is not satisfied and says, “I am going to Chi- 
cago with these cattle. I know they are worth more money.” And 
I say, “Now, Helgesen, I believe you are making a mistake.” He 
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says, “No; I am going to Chicago.” So he goes to Chicago and 
sells his cattle, and it brings him less money than he would have 
gotten at Sioux City. Now, can you tell me why? on j 

Mr. Hau. I tried to answer that a moment ago by saying that 
in many cases the bid is wired to the second market. | 

Mr. Srrete. Is it not a matter of fact that when he ships to Sious 
City he ships to Chicago and if he ships to Omaha he ships to 
Chicago? Is it not a matter of fact that if he ships to Kansas City 
he also ships to Chicago? ee 

Mr. Hatx. If I get your point, it is virtually so, because he is 
selling to the same buying interests. eS 

Mr. Srrete. Yes, sir. You have got the Big Four, or Five, or Six, 
or Seven. He bids on your cattle in Sioux City. He has got a pack- 
ing house, and it may be necessary that he should put a million dollars 
in his packing house there. He has his packers and butchers there. 
Now, if Helgesen went to Chicago and made money, what would be 
the result? He would go home and tell his neighbors—and he has 
important neighbors there—‘ Now, boys, don’t ship to Sioux City. 
I was offered so much for my cattle at Sioux City, but I went to 
Chicago and made $100 or $150 by going there.” What would be 
the result? Everybody in his neighborhood would go ahead and do 
the same thing, and the first thing you knew the packing house at 
Sioux City would have a dearth of fat cattle. Consequently they 
nip him when he goes to Chicago and make him sell to the market 
nearest him. I have been fighting that propcsition for 35 years, and 
I want to state that they are the hardest bunch of fellows to go up © 
against that you ever heard of. 

Mr. Remuy. Assuming that they pay the same price for beef at 
Chicago that they pay at Sioux City, should not he lose that? 

Mr. Sreeie. Yes. 

Mr. Reintity. Because the economies of the situation are that he 
should sell at Sioux City? 

Mr. Streeter. Yes; but commission men must not tell him where 
to go. 

Mr. Hann. If the great live-stock markets of the country were 
open markets in every sense, it ought not to make any difference 
where the cattle have been two or three days before, but they should 
be sold at their value on the market to which they are consigned, and 
that has been admitted by everyone concerned. We believe that that — 
is an abuse that will be remedied. 

Mr. Rusry. That whole trouble is because the same concern con- 
trols the market in all these places. ) | 

Mr. Srreiz. That is it. 

Mr. Rusry. And when you go to Chicago, Kansas City, Omaha, or 
anywhere else, you are selling to the same concern. 
The Crairman. If it is in restraint of trade, the Department of 
Justice ought to get busy. 

Mr. Haucen. I understood you to say in the opening of your re-— 
marks that you have given but very little attention to the operation 
of the stockyards. You have referred to certain things as improper 
practices, but you are not familiar with the operation of the stock- 
yards. q 

Mr. Hatt. I did not mean to say that. 
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Mr. Hauvcen. I understood you to say that the Secretary had 
lapped out this plan and that you followed that plan. 

_ Mr. Hatt. I said that the work we did in tracing those shipments 
of cattle was carried on in connection with a special phase of work 
for a certain committee called the committee on the meat situation. | 
‘That was only a part of our work, but I want to say that we are. 
familiar with the conditions in these stockyards, although we have 
not any authority to go in and secure evidence on some of these 
‘matters that have been mentioned. 

~ Mr. Hauvcen. But you have the authority to investigate and to go 
into the stockyards? 

» Mr. Hatt. Yes; in that way. Fi 

~ Mr. Havcen. What is going on over there? What have you dis- 
covered? What can you tell us about these combinations in_ the 
stockyards? How isstock sold and bought? Is stock being divided ? 
What is the practice? 

- Mr. Hatt. As I said, in the matter of split buying, the most that 
we have on that is the testimony that was given at our hearing in 
x hicago in November, and we consider that very valuable. Now, we 
have been in the stockyards 

_ Mr. Havcen (interposing). You could not spend an evening in the 





“stockyards without learning some of these things, because no man can 
“stop in there for half an hour without understanding something that 
b s going on. I would like to have you put in the record exactly what - 
you discovered and what information you can give the people. You 
i ave spoken about certain organizations that are doing certain work 
te long certain lines, and we have appropriated certain money for the 
purpose of supplying people with information. Now, can you give 
“us a statement and have it put in the record that will be of some value 
“and contain some information? You have talked about rounding 
‘up cattle in Montana and other States. That is very interesting, but 


id T take it the cowboys can handle that situation. 


\ 






Mr. Hau. Certainly. 

- Mr. Havcen. What we are interested in is the operation of the 

- stockyards. 

- The Cuarrman. Let me make a suggestion: Let Mr. Brand de- 
scribe to the committee, a little bit more fully than Mr. Hall has, just 
the operation of these things. My understanding is that some years 
ago the Secretary of Agriculture appointed a committee consisting 
of representatives of a number of bureaus in the department to make 

a thorough and systematic study of the meat-marketing industry 

' with the view of getting the facts, and Mr. Hall 1s really only a part 

of the chain in that development. Now, suppose you put into the 

record, Mr. Brand, just what facts you have in regard to this question. 
Mr. Braxv. A committee on the economics of the meat situation 

was appointed, consisting of the Assistant Secretary at that time, 
Dr. Galloway; Prof. Mumford, of Hlinois, whose assistant Mr. Hall 
was for 10 years; Prof. Curtis, of Iowa; Dr. Carver, professor of 
economics at Harvard University and a foremost authority on agri- 
cultural economics in the country; and one or two other men, includ- 
ing Dr. Waters, the president of the Kansas Agricultural College, 
and Dr. Melvin, chief of the Bureau of Animal Industry. 


‘Mr. Ruzey. When was that committee appointed? 
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Mr. Branp. In the late autumn of 1913. It was appointed shortl, 
after the new Secretary of Agriculture came in, and it actually go 
to work in the spring of 1914. The committee prepared a plan o: 
work for the investigation of this whole broad subject, and the differ 
ent lines were assigned to the different bureaus of the department 
The questions of grazing were assigned to the Forest Service; th 
questions of production were assigned to the Bureau of Animal In- 
dustry; other phases were assigned to the Bureau of Plant Industry, 
such as the production of new field crops which might make a change 
in the location of production areas; and the marketing and distribu- 
tion of live stock and meat products were assigned to the Office o 
Markets and Rural Organization. 

That work has included the tracing of every possible product, 
including the live stock, the hides, the meat itself, and all of the other 
products from the range, if it was range cattle, and from the feed 
lots if it was feeder cattle, through to the consumer. We have fol- 
lowed those and determined the cost all along the line, and every 
process has been followed most carefully and accurately. The pack- 
ers have opened their books to us and have given us their figures. 
They are generous with their figures if they are not generous on other 
things. That includes men like Mr. Whittemore, one of the largest 
feed-lot men in the West. They have given us very complete figures, 
and we have records of all the facts in connection with that investi- 

ation. 
In the same connection we have visited all of the most important 
stockyards. Our men have spent considerable time in this work, 
getting on the horses in the morning and staying on them until the 
run is completed, and they are thoroughly familiar with what hap- 
pens down to the time the serum is gotten from the by-product of 
the blood. 

I do not see how we could possibly give all the details of the results 
of our investigation before the committee, but we conducted a hear- 
ing at which 130 of the most important men in the live-stock industry 
in the United States paid the Department of Agriculture the courtesy 
to be present, and they went over the whole situation from all points 
of view. I conducted that hearing personally for two days, and it 
is the first time in the history of these industries that they have 
gotten together and brought out and laid on the table all the troubles 
and difficulties that are confronting them. There were at that hear- 
ing live-stock men from Chicago, Kansas City, Sioux City, Denver, 
and other important centers, and we have a complete record of the 
proceedings of that meeting and of the problems that were discussed 
in each of these different departments of the industry, including the 
producers. The American National Live-Stock Association was 
represented by its president and secretary and its marketing com- 
mittee. We have a complete record of the proceedings covering all 
the various problems of the live-stock industry, such as feeding prob- 
lems and the ranging problems of the West and Middle West. I can 
not give the details as well as Mr. Hall can. I am familiar with 
the general problem through my own study of the situation and 
conditions. é, 

The Cuairman. Has this committee appointed by the Secretary, 
having gathered this information and having it in its hands, put it 
in such shape that it would be accessible? | 
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~ Mr. Branv. Mr. Chairman, on Monday last a meeting of the men 
| who have done the actual work on that report was held, and they are 
preparing that report now. | 

~ Mr. Roser. That report will be published ? 

~ Mr. Branp. Yes, sir; and we have a complete record of the Chicago 
Meeting. It contains most valuable information on the live-stock 
eoty, and we think it ought to be printed. Our printing funds 
are low and we are going to ask the chairman if we can have it 
i thes as a document of the House in order that it may be available 





‘to those to whom it would be useful. We have hundreds of requests 

from all over the country for that report. Every man who was per- 

‘sonally present at that meeting, and that includes some of the big 

‘Tailroad men as well as the packing-house men who were represented 

‘Bb counsel in some cases, are very much interested in it, and a great 

‘Many people desire to have this report. In my judgment it would 

not make over 125 pages. 

_ Mr. Havcen. This is the second day that an effort has been made 

‘and a good deal of time has been spent trying to get some informa- 

‘tion as to the operation of the stockyards. When we get to asking 

‘questions about the stockyards we get a long interesting speech, very 

‘interesting, indeed, but what we are concerned about more than that 

ds the operation of these stockyards. Now, Mr. Chairman, when we 

“ask for certain information we find that it belongs over in some other 

bureau or some other division, and we have speeches that do not throw 

‘any light on it but only serve to fill up several hundred pages of 

record. 

The Cxareman. There may be a difference of opinion when that 

‘matter comes out. You might not think it is information, but Mr. 

Steele may think it is information. 

~ Mr. Havcen. I take it that when Mr. Steele or any other member 

of this committee asks a question he desires information upon that 

particular question, and for that reason I am trying to find out some- 
thing about the operation of the stockyards. We started yesterday 
afternoon on this same question. 

Mr. Branp. I suggest that we have Prof. Hall tell something of the 
investigations that we have made of the dead-stock abuse and the 
-rendering-plant conditions. 

Mr. Srerie. I do not want you to get away from the point that a 
man has got a shipment here and a certain shrinkage. Now, I want 
you to tell me how you are going to avoid that shrinkage ? 

The Cuarrman. Now, Mr. Haugen asks one question and you are 
asking another. 

Mr. Havcen. No: that is exactly the same thing. 

The Cuarrman. Then, Mr. Steele, put your question now. 

My. Sreeir. As I understand it, he has made 12 shipments and he 
‘has followed these cattle until they are sold. Now, when they are 
‘sold and the shipper has got his bill of sale and taken out his freight, 
“his hay, his yardage, his commissions, and he has the balance and 
“has gone home, he finds that he has had a certain shrinkage from 
_these several shipments. I want to know what information in a 
‘bulletin you can give me that will be of benefit to me next year in 
reducing my shrinkage? 
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Mr. Hatt. That is a big problem in itself, and we propose to mak 
special investigations of shrinkage. One bulletin has been publish 
by the department on the subject of shrinkage in transit. 

Mr. Srreve. Oh, you can publish bulletins, but how am I going t 
get away from shrinkage? For 35 years my cattle have average 
from 60 to 90 pounds shrinkage shipped from the range to th 
market, and I have never been able to reduce the shrinkage. _ 

Mr. Hai. Many of the best stockmen have reduced their shrink 
age to a minimum, but what we want is to put that information be 
fore stockmen generally. ; 

Mr. Stree. After knowing these facts, what information can yo 
give me that will be of use to me next year? 

Mr. Hau. In the case of an experienced man-like Mr. Steele 
probably it would be impossible to give him any information tha 
would reduce his shrinkage materially, but if he could load | 

Mr. Sreeie (interposing). Oh, he knows he has got to load 22,500 
pounds. a a 

Mr. Hau. But when we see a carload of hogs coming into Chicago 
with anywhere from 1 to 20 dead hogs 

Mr. Sreeie (interposing). Well, let us get away from the hog 
situation. | 

Mr. Haut. The same thing apples to the marketing of cattle. 

Mr. Steer. What about these cattle? 

Mr. Havucen. Well, shrinkage first. 

Mr. Srrenz. The shrinkage is gone. | 

-Mr. Hauu. Of course, the shrinkage depends upon the amount o 
fill that the cattle take on in the stockyards. 

Mr. Steer. But how are you going to change that? 

Mr. Hau. I do not know that that has been reduced to a science. 

Mr. Overmyer. Perhaps the length of shipment would have some- 
thing to do with it? 

Mr. Sreetv. Unquestionably. 

Mr. Haru. My observation is that a good many stockmen do not 
pay much attention to the methods of feeding their cattle before 
they are loaded. If they would feed them properly—if they would 
water them, and then give them a feed of oats before they put them 
on the cars, they would have a whole lot less shrinkage than when 
they feed them first and water on top of that. 

Mr. Streets. A good many shippers ship to Sioux City and get an 
enormous fill, and the next time they come they take off enough so 
that the shipper does not get any advantage of his fill. 

Mr. Haru. That is another illustration 

Mr. STEELE (interposing). They took the oats out. 

Mr. Haru. That is another feature of the shrinkage question. We 
do not believe in encouraging abnormal fills. | 

Mr. Sreete. Now, you trace these 12 cattle shipments out, and 
what is the situation? 

Mr. Branp. Mr. Steele, we have a voluminous record about the 
fill. I do not know what the practice would be, but I think it would 
be proper for me to loan that record to you. 

Mr. Srexeix. If the information that you are going to give me or 
the first shipment is of no benefit, if any information that you ca 
give does not benefit this fellow or that fellow in regards to shrink 
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‘age, I think you are spending this money for which you are asking 
‘an increase of $351,000 without any benefit. 

# Mr. Branp. Mr. Steele, it is agreed by all of the people in the 
industry, and they agree to it very seriously, that the Department of 
‘Agriculture is in a position to render an unusual service to these 
gentlemen because their conflict of interests makes it impossible for 


‘them to get together on many points which they individually agree 


they ought to get together on. They agree that a neutral body 
‘such as the Department of Agriculture is can serve them to great 
advantage in handling these problems, which involve giving away 
business secrets to each other and which they are perfectly willing 
to trust to the Department of Agriculture. They are fully agreed 


‘that these lines of work can produce very great benefits to them, and 


we have fully agreed that the men who are working on this matter 
are practical live-stock men. 
Mr. Sreece. I will admit that there are certain benefits that you 


‘ean give, but this is what I want to find out: You can not benefit 


the range cattleman by telling him how to ship his cattle, because 
he knows how, and he has got a certain shrinkage : 
Mr. Branp (interposing). 'The two largest live-stock shippers in 





the United States think that we can help them. We must give some 
‘eredence to what they think, because they have gone over all of our 


plans and assisted us in drawing them. I think the point is that you 


‘do not realize that this is new work that we are just developing. It 


‘is in its infancy, and many of the points that you have in mind can 


only be worked out as many other agricultural problems have been 
worked out—by years of patient investigation and scientific study. 
We did not cure pear blight without 20 years of patient investiga- 


tion, and so with other agricultural problems. We have economic 


diseases that are just as real as plant diseases and animal diseases, 
and it is going to take time to work out these matters. I think a 
large part of Mr. Steele’s questioning is due to the fact that he has 


not realized that this is a very new work and that we are only be- 


‘ 
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ginning to secure information that will lead to the improvement of 
conditions which are the subject of investigation by this branch 
of the department. 

The Cuarrman. I tried to bring out that fact yesterday—that this 
is a brand-new departure in governmental work, that this office 
is only three years old, and that it started with small appropriations. 
If this committee had taken the advice of certain farm organiza- 
tions in this country, we would have appropriated something like 
$10,000,000 in one bill to provide an agricultural system which this 
committee had worked out, without any information at all, and placed 
it upon the country as you would place a lid upon a bucket. But this 
committee, in its wisdom, thought no system of agriculture could be 
worked out except upon careful ascertaining of fundamental facts, 
and that the first duty and the first big purpose was to ascertain the 
facts. Now, these gentlemen have been trying to ascertain the facts 
for about two years, I think, and undoubtedly what Mr. Brand says 1n 
reference to some of Mr. Steele’s questions is true—that the facts have 
not all been gathered. It is a question of vetting the facts now, and 


all the facts have not been had. When the facts have all been had, 


it may be that some committee—I do not know whether I will be the 
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chairman of it or even whether I will be on it—will take up th 
matter of marketing and distribution of farm products. 

Mr. Haru. I would like to answer Mr. Steele’s questions about 
shrinkage by saying that there is a great mass of information on 
that subject that has been obtained by the experiment stations all 
over the country. That is on record. ‘They found, for instance, that 
if you are feeding clover hay to the cattle you must take the clover 
hay away for a day or two before shipping and feed them timothy, 
wheat straw, or some feed like that. The same applies to these 
patent antishrink medicines, which are not to be advised because 
the buyer is going to discount cattle that show an abnormal fill. In 
answer to Mr. Haugen, I would like to say that we have done a 
good deal more than cooperate with the associations of stockmen. 
Much of this information that I am trying to give is based upon 
the points that we have determined as a result of these typical 
shipments that we have traced through and also other investigations 
that we have made ourselves in the stockyards, and, as a result of 
our consultation with the most practical stockmen that we can find, 
we propose to continue this first-hand inquiry along the line that 
it seems most needed. 

Mr. Haucen. I wish to congratulate the gentleman on returning 
to the subject. We have had two or three most excellent speeches 
intervening. Now, if we may get back to this fill proposition, I 
want to know something about that. You say you have given this 
matter of fill some consideration and investigation ? | 

Mr. Harr. I said a lot of information had been obtained by the 
experiment stations all over the country. 

Mr. Havcuen. Now, what about the fill? Here is a man who 
feeds oats, dry hay, salt, and a lot of water to his stock. Now, what — 
becomes of that? 

Mr. Hau. I will say that we have had complaints about the scale 
weights in the stockyards. 

Mr. Haucen. Cattle are fed on dry hay, and that means that they 
will take a lot of water after they get to Kansas City or Chicago. © 
The commission man does his part; the cattle are watered before they 
are sold. The cattle now have a good fill. How does that affect the 
selling price ? 

Mr. Hauu. The greater the fill the less the selling price. 

Mr. Haucen. Can you state that as a positive fact? 

Mr. Hann. As a general rule, that has been my observation. 

Mr. Haucen. Now, what next? Where do they hold up the farmer — 
or the shipper next? If you follow these cattle to the scale, what 
becomes of them ? 

Mr. Har. What becomes of the cattle? 
afer Haucren. Of what value is this fill that we are speaking of 

Mr. Harty. That depends on how scon the cattle are weighed after 
they are sold. It takes two hours to get them to the scale some- 
times, and in that case the fill is in large part lost by the time they 
get to the scale. | 
Meee Havcen. You have kept track of them from the pen to the 

Mr. Haux. It varies tremendously. 

Mr. Havcrn. What is the general practice? 
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Mr. Hau. The cattle are generally started to the scale as soon 

“as they are sold. It may take 20 minutes or a half hour, and in 

' Chicago at present it is likely to take an hour. 

_ Mr. Haucen. How many get over the scale in 20 minutes? 

> Mr. Hatt. Very few. 

_ Mr. Havcen. How many get over in an hour or two hours? 

Pa Mr. Hatt. I can not give you the exact information, Mr. Haugen. 

I say it varies a great deal. 

~ Mr. Haveen. You can not help but know what the practice is, 
anyway. If you have investigated it, you must have some informa- 

“tion. What is the time from the pen to the scale? 

» Mr. Hatz. In Chicago? 

_ Mr. Haveen. In Chicago, St. Louis, St. Paul, Kansas City, or 

‘any other big city. We know that every hour or every minute 

“means shrinkage. Have you investigated as to the time required 

from the pen to the scale and what the shrinkage is from the pen to 

the scale? 

' Mr. Hatt. No, sir. 

- Mr. Havcen. Don’t you think that is very important ? 

' Mr. Hatt. In order to investigate the shrinkage of cattle from 

_ the pen to the scale you would have to have a scale at the cattle 

mens. AON. 

: ais Havcen. But you could make an estimate if you had the 

time? 

_ Mr. Hatu. We have some figures on the time. Here are a few 

“specific instances: Time occupied in driving cattle from sale pens 

| to scales at Union Stock Yards, Chicago, Monday, June 15, 1914, 

40 minutes; Monday, April 6, 1914, 40 minutes; Monday, April 6, 

1914, 43 minutes. 

That particular investigation was made outside of the department. 

Mr. Simpson, who is now with us, followed a number of shipments 

through the Chicago stockyards with the time element particularly 

“in mind. That information was obtained before he joined our staff. 

It is the only official information of that kind I know of that has ever 

been obtained by a disinterested party. I should estimate, Mr. Hau- 
gen, that under normal conditions in the Chicago stockyards, consid- 

ering pens an average distance from the scale, that it takes from 80 

- minutes to three-quarters of an hour, or possibly more, on an average, 

- to get the cattle from the pen to the scale. On Thursday or Friday 

_ it would take a good deal less than that. I have seen Mondays when 

It would take three or four times that long—sometimes all the after- 

- noon. 

Mr. Haucen. I am speaking of the general practice. 

_ Mr. Hatt. I should say the average would be half an hour to 

_ three-quarters of an hour. | 

’ Mr. Haucen. I have knowledge of it having taken three or four 

s hours. 

® Mr. Hatt. So have I. 

Mr. Havcen. Then, why put up an average of three-quarters of an 

hour? : 

- Mr. Hat. That is about the average. We think that $8 for 

cattle on Tuesday is a great deal better than $8 on Monday, because 


they get to the scale much quicker. 
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Mr. Havcen. In your investigations did you find any selling agre 
ment between the commission men and the packers? ie 

Mr. Hatu. No, sir. We have not attempted to discover anything o 
that kind. 

Mr. Branp. We do not work with detectives, Mr. Haugen. 

Mr. Haucen. That is investigation. It is not detective work. 

Mr. Branp. That would be in restraint of trade, and it would be 
investigated by the Department of Justice and not by the Depart; 
ment of Agriculture. 

Mr. Sreetxr. I will state that there is no agreement, as far as 
know, between the commission men and the packers as to the tim 
they come to the scale, because the commission men are always eage 
to get and preserve the fill. On account of the congestion, it is Im- 
possible to weigh them over one or two scales in a reasonable time 
We have a good deal of complaint about that. We bring that 
matter up to the president of the stockvards many, many times, and 
they sometimes open up what we call the speculators’ scales and the 
hog scales, and they try to handle these cattle as rapidly as possible. 

Mr. Haucen. I would like to get a few minutes myself on th 
fill proposition when you get through, Mr. Steele. 

Mr. Steer. Go ahead. 

Mr. Haucen. You say there is no agreement between the com- 
mission men and the packers ? 

Mr. Hau. I said we had not learned of any. 

Mr. Haucen. To some extent are not the commission men depend- 
ent on the packers? I will put it in this way: Is it not an absolute 
fact that the commission men are absolutely at the mercy of the 
packers and that unless they do the bidding of the packers to-day 
they will not visit their yards to-morrow ? 

Mr. Hatt. If you mean 

Mr. Haucrn (interposing). That has been alleged. I am not 
going to ask you to answer that question, but did you investigate 
that? That is common knowledge. Did you look into that fact? 
What conclusion did you reach ? 

Mr. Harz. As to the dependence of the commission men upon the 
packers ? 

Mr. Haucen. Yes. 

Mr. Harr. We know that the commission men are dependent on 
the packers in various ways. In the first place, the commission 
man rents his office in a building which probably is owned by the 
packers or by packing interests. ) 

Mr. Haucen. Exactly. 

Mr. Hari. And a great many commission men are dependent upon 
banks and loan companies, which are virtually representatives of the 
packing interests, for the funds with which they finance their busi- 
ness, and, as was stated yesterday, competition has been reduced as 
the years have gone by, thereby making the salesmen more dependent 
on the reduced number of buyers; and to that extent it is very clear 
to us 

Mr. Havucen. But, to cut it short, you intend to include the cus- 
tomers, too; that is, the packing houses and the scalpers? 

Mr. Hatu. Yes. 

Mr. Havucen. Without the packing houses they would not be able 
to do any business? 
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_ Mr. Hatt. No, sir; and the number of buying interests have been 

reduced because the order buyers at markets throughout the country 

have been reduced to a small number of concerns. 

Mr. Haveen. In your investigations did you find that stock is 

being sold directly to the buyer in the country or, in other words, 

as a general thing, that the stock is sold to the scalpers or feeders? 

_ Mr. Hat. The stock is sold to the scalpers, and it is a matter of 

great complaint among the stockmen that they can not go to the 

commission men and buy the stock out of their hands. That is the 

custom at the principal market centers. 

| Mr. Sreete. Now, I want to get in there. 

Mr. Haveen. I prefer to finish this. 

Mr. Sreeie. All right; go ahead. 

is The CuarrMan. Let Mr. Haugen conclude his questioning, Mr. 
teele. 

Mr. Haucen. We agree that that is the general practice—that the 

'_ stockers or feeders are sold to the scalpers. 

Mr. Harz. May I read a statement into the record in answer to 

that question ? 

Mr. Havucen. Yes, indeed. 

Mr. Hau. At the hearing in November 
Mr. Havcen. AllI care to get is something on this point. 

Mr. Hazy. The secretary of the American National Live Stock 
Association offered this as one recommendation among a few others 
for the betterment of the business from the standpoint of the stock- 
men: That the commission house shall not serve as both the seller 
and buyer of the same stock and that they shall sell direct to country 
purchasers. 

Mr. Haveen. To what extent does that practice continue—I mean 
the same firm buying and selling? For instance, one commission firm 
accepts an order from John Jones, and they sell it to another firm, 
to John Smith, in Kansas, and charge two commissions. 

Mr. Hatz. We are reliably informed that that is a very extensive 
practice, but just to what extent it is conducted it is impossible to 
say. 

‘Mr. Havucen. But in order to protect himself a commission man 
has got to sell to such men as Mr. Lawler, the scalper, if he is going 
to establish a standing with Mr. Lawler, and he is practically the 
only customer now in Kansas City. 

Mr. Hatu. We have information of actual cases in which commis- 
sion men have refused to sell to a country buyer at the same price 
that they would sell to a regularly established trader in the yards. 

Mr. Havcen. You have investigated that and can state positively 
that that is being done? 

Mr. Hatt. As I said, we have a statement from what we con- 
sider a reliable source. We have not verified it, but we are informed 
that that is a very common condition at the market centers. 

Mr. Havern. Then they are absolutely at the mercy of the scalpers, 
and Mr. Lawler, at Kansas City, is practically the only scalper ? 

Mr. Hatt. At Chicago there is a traders’ live-stock exchange with 
a membership of something like 550, a number of whom, though not 
many, are prominent. 

Mr. Havcrn. Well, how many? I want to know. 

Mr. Haru. They are all more or less prominent. 
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Mr. Havuern. Then, are we to draw the conclusion that the com 
mission men are absolutely at the mercy of the customers? Th 
customers are the packing houses and the scalpers, the scalpe 
are few and the packers are few, and unless the commission me 
do their bidding to-day they will have no business to-morrow. I 
has been alleged that there is a secret agreement between the com 
mission men and the packers and that those commission men whi 
will not do the bidding of the packers one day will not get any busi- 
ness the next day. Have you looked into that matter? 

Mr. Hau. No, sir; only in a very general way. 

Mr. Haucen. Mr. Steele spoke of the whispering. To what extent 
is that going on in the stockyards. 

Mr. Haut. I can not answer that. 

Mr. Haucen. Well, you spoke of riding on a horse. Whose horse 
were you riding? ! 

Mr. Branp. Maybe it was Rosenbaum’s or some other big buyer’s, 
depending on whose courtesy we were receiving from day today. No 
matter whom we asked they would be very glad to extend to us the 
courtesy. 

Mr. Havcren. And everybody knew your bent because you were 
riding their horses, and there could not be any whispering there. 
Now, in riding with these cattlemen what did you find out about these 
whisperings? 

Mr. Hatx. Let me give you an instance along that line. The state- 
ment was made recently by a large cattleman that he had a train of 
cattle in the stockyards on a certain day and only one buyer came to 
bid on them. Another buyer was asked to look at them but said he 
was too busy. He said, “I will take so many loads at whatever 
so-and-so—referring to the other buyer—offers to pay for them.” 
The shipper cited that as an illustration of the close relations existing 
in that connection. That was perfectly in the open, and yet the 
shipper considered it a decided abuse. : 

Mr. Haucrn. Now, we will take up the methods of buying. Each 
packing house has a head man who is responsible for all the buying, 
and he gives his instructions to the men under him ? 

Mr. Hatu. Yes, sir. 

Mr. Havcun. And they are divided into sections? 

Mr. Hatu. Yes, sir. 

Mr. Haucen. He gives his orders, for instance, to a commission — 
man in Mr. Steele’s district, and if that commission man will not do 
the bidding of Mr. Armour, or whoever it may be to-day, the head 
man has that information and is sure to give the instructions not 
to go near those pens the next day. Did you look into that situation 
to any extent ? 

Mr. Hau. No, sir. Commission men have told us | 

Mr. Havcen (interposing). Well, that is rather ex parte evidence, 
and I would like to get something from the other fellow. 

Mr. Hat. Concerning matters of that kind, we have no eye or ear 
knowledge of discriminations of that sort, Mr. Haugen. | 

Mr. Haucen. You have no knowledge of that? That has not 
been alleged by any one? . 

Mr. Hau. Oh, yes; it has been alleged, and it is in the official rec- 
ord of our hearing at Chicago. That was one of the purposes of that 
hearing—to get it down in black and white. 5 
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~ Mr. Havcen. What was the purpose of the hearings? 

' Mr. Hatz. For the purpose of considering the marketing of live 
' stock, particularly at the central markets. 

~ Mr. Rosey. Mr. Chairman, I make the point that that 1s already 
yn the record. 

_ The Cuarrman. That is already in the record of this morning. 

~ Mr. Harz. An opportunity was given to anyone who might com- 
plain of any matters 
_ Mr. Havcen (interposing). If it is in the record, let it go. I 
will be candid about it, Mr. Chairman. My purpose in asking for 
this information is to know what this money is being expended for? 
_ Mr. Harz. That is very proper. 

_ Mr. Haucen. If the department is going hand in hand with these 
‘packers and these people who are connected with them, then the 
“money is misappropriated. If it is being spent for the benefit of the 
- shipper and the. farmer, then very well. 

_ Mr. Rosey. I do not know whether or not you were here at the 
time, but Mr. Brand made a complete statement this morning about 
the purposes of this meeting at Chicago. 

Mr. Havcen. I did not hear it all; I heard the last part of it 


et T came in. 





f 
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- The Cratrman. Let me repeat that Mr. Brand explained very 
fully the purposes of this hearing in Chicago and informed the 
_ committee that they had a stenographic transcript of the evidence 
in his office and that they were now going through that evidence with 
the view of reaching conclusions from it, and that they were going 
| to publish it if they had enough money to do so, or they would prob- 
ably ask this committee for money to publish the testimony. ‘That 
has been satisfactorily explained to me, at least, but I do not know 
how the other members of the committee understand it. Do I state 
it correctly, gentlemen? I want to make my appeal to the committee. 
Ts that the fact, Mr. Overmeyer ? 
_ Mr. Overnyer. I think so. 
| Costes ie Does the hearing bear upon this question, the stock- 
yards? 
-~ Mr. Branp. Decidedly; in every particular. 
Mr. Srerie. I want to know this: The impression gained from the 
statements of this witness under Mr. Haugen’s questioning was that 
there was a collusion between the commission men and the traders. 
T do not call them scalpers, but I call them traders; they are mer- 
chants. I want to sav that there is no such collusion, and a commis- 
sion man will sell to a farmer just as readily as he will sell to a 
trader, but there are very few instances in which a farmer will take 
the entire load of the commission man. He will want to select a cer- 
_ tain number of steers. Now, the trade is in this condition: That if 
_ you did sell to the farmer 15 or 18 of the 21 or 22 steers, you would 
have 3 or 4 or 5 steers upon your hands. Then it would be impossible 
| for you to sell those cattle, because the trader would say, “ You sold 
| them to Jones. Wet Jones take these cattle.” Another fact is this, 
- that when the market opens at 8 o’clock in the morning you must 
& trade rapidly, because your yards are full of cattle and you are ex- 
_ pecting additional trains that will arrive with more cattle. Your 
traders are there to buy everything—your heifers, your light cattle, 
and your heavy cattle—and the farmer is reluctant to trade, because 


i 
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he does not know whether he is offering too much or not. So that ii 
will take him all day to buy one or two loads of cattle. The commis- 
sion man does know that he is getting the value of his cattle, and hi 
will make a $10,000 or $15,000 trade in 15 minutes. So that it is im 
possible to get in any of these great markets without speculating. 

The cattle speculator puts in the pens from two or three hundre 
up to one thousand cattle, and then he divides those cattle into year- 
lings, 2-year-olds, 3-year-olds, and bulls, and if you want a load of 
bulls you will go to the speculator. Now, any speculator will give 
you a load of steers for a nickel over cost at scales. _ If a farmer 
wants a load of cattle he can buy, as well as others. So there is no 
collusion between the speculator and the commission man. They 
start with the speculator because they can clean up the stock pens, 
where otherwise they would get balled up so that you could not get 
your remittances in a week, and you would eat up all the commission 
that the men charge. 

Mr. Haveen. I can not let that statement go unchallenged in the 
record. I can state from personal knowledge that that is not the 
fact at the present time. In some of our larger shipping towns—for 
instance, St. Paul, Kansas City, and Chicagc—up to a few years ago, 
a few head of cattle could be bought from commission men, but inside 
of 15 minutes they would have you over in the scalpers’ yard, and 
that means that you pay an addition of not 5 cents but 50 cents, and 
sometimes for 40 pounds additional fill. 

Now, I am not quarreling with the commission men, because they 
are at the mercy of the scalpers or packers. They have told me 
confidentially, “ We would like to do business with you if we could, 
but we are absolutely helpless; we have to sell this stock to the 
scalper, and he will sell it back to you. We would like to accommo- 
date you; we want your business, and when you ship your cattle here 
we would like to sell it for you; but we have got to sell it to the 
scalper.” Now, they are there, and they are absolutely helpless. 
That is my experience. I have spent as much as two days in the 
stockyards trying to buy a load of cattle, and I could not buy them 
except from the scalpers. That is my experience, as well as the 
experience of cthers. That seems to be the experience of every 
shipper that I know anything about. 

The Cuamman. There is a difference cf opinion between Mr. 
Haugen and Mr. Steele. The committee is interested in hearing this 
discussion, but it has not been assembled this morning for that 
purpose. ) 

Mr. Hauern. I am not responsible for it. 

The Currman. Both of you have your statements in the record, 
and the committee will look at them and the country will look at 
them; but we have got to get on with this hearing to-day. Mr. Hall 
has been on the stand for practically an entire day, and he wants 
to get through. Now, what is your next line of work, Mr. Hall? 

Mr. Hann. I would like to name the other lines of work that we 
are engaged in and then will go into such detail as may seem desir- 
able. We are making a study of the small packing houses of the 
country. Here |indicating] is a map showing the distribution of the 
packing points throughout the United States, including large and 
small points. 
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Mr. ANDERSON. How many of them are cooperatively owned by 
municipalities ? 

Mr. Hatt. These are not cooperative. I have a statement as to 

cooperative ones here. There is only one cooperative packing plant 

in operation now, and that is at La Crosse, Wis., excepting one that 

“has recently begun operation at Wausau, Wis. 

Mr. Youna. How are they succeeding? 
Mr. Haru. They are making a very slow beginning, I must say. 
The only one that has been in operation long enough to be a criterion 
began only in June, 1914, and, according to the newspaper reports 
and information that has been given to our representative on a per- 
sonal visit there, they have had very serious losses, due to misman- 
agement and misfortune of one kind or another, and they are just 
trying to get on their feet again now. 

_ ‘We want to determine the efficiency of the small packing plants 
compared with the large ones and to find out how large a plant should 
be in order to succeed, especially with reference to hogs. The han- 
dling of cattle seems to be less susceptible to the operation of a small 
plant than the handling of hcgs. We have made a study of the capl- 
tal invested in a number of these smaller plants. We find that that is 
a large undertaking, and, as there area great many of these plants, 
it will take more time to bring it to a head. 

Mr. Haucen. Have you any knowledge of a single plant suc- 








ceeding? 

Mr. Hat. Yes. 

Mr. Havcen. You are speaking of cooperative plants? 

Mr. Hatz. No, sir; I am speaking of privately owned plants. 

Mr. Haucen. You were speaking about cooperative plants a while 
ago? 

Mr. Haun. That question was asked while I was speaking about 
the other kind of plants. 

Mr. Havucex. How many cooperative plants are there? 

Mr. Hatz. There are 15 cities, principally in Wisconsin, Minne- 
sota, and Iowa, in which the organization of cooperative plants has 
been undertaken. In nearly every case it has been a promotion 
scheme carried on by outside parties who have come into the com- 
munity to undertake to sell capital stock. Most of these attempts 
have been abandoned, I believe, but there are still several under way. 
There is one in operation at La Crosse, Wis. We made an investiga- 
tion of this whole situation and found that it was largely a promo- 
tion scheme. We issued a press bulletin last July, entitled Farmers’ 
Packing Houses, dealing with important factors which must not be 
disregarded in connection with cooperative packing houses. 

Mr. Haucen. But there are others who invested their money in 
good faith—subscribed their money in good faith? 

Mr. Sreete. I will say, Mr. Chairman, if it is possible for this 
department to encourage small packing plants all over the country 
so that these cattle and hogs will not assemble at these large packing 
industries, in my opinion, that 1s the only method in which the Gov- 
ernment and the people can derive any benefit. You have taken away 
the rebates from the great packing houses now, and it is possible for 
a small packing plant to ship its product to the markets as cheaply 
as the big packer. It is possible for the small plant to carry on its 
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business in a more economic way than the larger plant. So that, i 
you can encourage in any way the establishment of small packin 
plants to distribute these products, then you have done a wonderf 
service. Without this encouragement, however, I want to tell you 
that the Big Four, as we call them, have the small packing plants a 
their mercy. Any money that you will spent in that direction and 
any money that you will spend to get the farmer to buy of another 
farmer his feeder cattle, so that it will keep them out of these con- 
gested yards, will be spent in the right direction, and you will have 
done a service that is very necessary; but that I do not believe you 
can do. 

The Cuarrman. Well, we can try to do it anyway. 

Mr. Haucrn. What can you tell us about the packing houses? I 
agree with Brother Steele in what he has said, but it costs a lot of 
money to do that. 

Mr. Harz. Not one of them has so far succeeded sufficiently to 
serve as an encouraging example to the others; but we believe that 
there are great possibilities in that movement and that a great many 
important essentials have been overlooked at the outset, just as was 
the case with cooperative creameries and other kinds of cooperative 
organizations. 

The total capitalization of those cooperative packing plants, the — 
organization of which has been begun, is about $4,300,000. I have 
here a list of the cities in which those plants have been organized, 
and one of our assistants has visited, I think, every one of those 
cities. 

Mr. Havern. Who owns the stock? 

Mr. Hat. It is sold to the farmers mostly. : 

Mr. Havcen. But has it found its way into the Big Four? 

Mr. Haut. Not so far as I know. The controlling interest is sold 
to the farmer, and under the cooperative law of Wisconsin, where 
most of this movement has been carried on, no stockholder is per- 
mitted to own more than $1,000 in stock. 

Mr. Havcen. Ig it not a fact that the successful ones are gen- 
erally absorbed by the bigger fellows? 

Mr. Har. Are you speaking of cooperative or private plants? 

Mr. Haveren. The smaller plants. You speak of some that are 
not successful, and now you are speaking of the ones that are 
successful. What becomes of them? Is it not a fact that they 
are being bought up by the Big Four? 

Mr. Harn. Yes; a great many of the independent plants have 
been. | 

Mr. Havern. Can you give the number? 

Mr. Haru. No, sir: but throughout the East and West the tend- 
ency has been toward centralization. 

Mr. Herersen. Do you know to what extent the so-called Big 
Four own refrigerator cars in the country, so that, if an independent 
company should start up, it would be dependent upon them for ship- 
ments ¢ 

Mr. Haru. I can give you that in the record, but it is a very great 
percentage. 

Mr. Herersen. The general impression throughout the country 
is that they control the refrigerator cars. 

Mr. Hat. Yes, sir. 
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The CuamMan. Suppose you put that information in the record. 
“Mr. Hatt. Yes, sir. 

(The statement referred to follows:) 

eef and refrigerator cars owned and controlled by the large packing interests, 


} 4 as of January, 1913, as ascertained by the Interstate Commerce Commission 
in the investigations covered by its Docket No. 4906. 
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- Mr. Hexcesen. If that is true, do you think that a privately owned 
“or a cooperative plant on a small scale could operate successfully 
‘if they have to go to the Big Four for refrigerator cars? 

~ Mr. Harp. We think that their greatest opportunity for success 
‘lies in developing the local trade and not in reaching out into the 
“distant markets any more than necessary. Of course, it will be 
“necessary for them to sell some of their surplus products at the 
~ central markets. 

_ Mtr. Herersen. Now, this is very important, because, according to 
your opinion, it would not be wise to establish a small packing plant 
that would go beyond the limits of local trade. 

_ Mr. Hatz. Not as a general proposition. I should say it would 
be an extraordinary case where it would succeed on anything else 
than a local-supply basis. 

Mr. Hower. Do you know what minimum capacity would be 
necessary to insure the success of a small packing plant in the hog 
_ business ? 

Mr. Haut. No, sir; I could not give you a sufficiently definite 
~ answer on that. 
Mr. Hower. You have made some investigation of that subject? 
Mr. Haru. Our Mr. Doty has studied that subject, and whether it 
would be 300 hogs or 500 hogs a week I would not want to say, but 
I should be glad to answer the committee more definitely later by 
inserting it in the record. 
Mr. Haucen. Is the packing house permitted to own its own cars 
or refrigerator cars? 
Mr. Haut. Yes. 
Mr. Havcen. Under the new law, ought not they to be owned by 
the railroads? 

Mr. Harv. No, sir; not under any law that I know of. 
| Another form of local marketing enterprise is the city-owned 
slaughterhouse. or the municipal abattoir, to give it a better sound- 
‘ing name. Various cities have found that they have got to take 
hold of the situation in order to keep up satisfactory sanitary stand- 
ards. and. while the Bureau of Animal Industry is devoting attention 
to the sanitary side of it, we are considering municipal abattoirs as 
an economic project. There are seven municipally owned abattoirs 
in the United States and there are about a dozen more that are 


privately owned. 
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Ice plants in the South recently have begun a new industry, buying 
dressed hogs from the farmers and curing the meat during the win- 
ter. They are paying 8 to 9 cents a pound in many communities 
where lower prices always have prevailed. In some places where 
local markets are oversupplied we have seen hogs selling at 3 or 4 
cents a pound. When the weather is bad both dressed hogs and 
cattle have been practically given away under some conditions. In 
Arkansas a representative of the Department of Agriculture, who 
has recently been appointed as a State representative of the 
Office of Markets and Rural Organization, has visited some 50 or 60 
ice plants in that State to assist them in the business of buying 
dressed hogs and curing them and to assist them in disposing of the 
product instead of shipping the hogs or the products away. There 
are other ice plants which are engaged in the curing of meats for 
farmers, which is an effective aid to local marketing. In some places, 
hike Vicksburg, they have developed stockyards for the betterment 
of the local markets. 

Then, we are encouraging the improvement of farm-prepared 
meats throughout the country in every way that we can. We are 
planning for the collection of information which will be of value 
to the farmer in preparing and marketing his meats in better shape. 
There is one department builetin on that subject, but very much 
more information is needed from a marketing standpoint. 

Mr. Haucren. Have you knowledge of farmers 85 miles from this 
city shipping their hogs to Washington and selling them fer 6 cents 
a pound dressed when they are selling at 9 cents a pound here? 

Mr. Branp. They are very foolish if they do, because at my farm, 
96 miles west from here, they are selling at 64 cents undressed, and 
I ship to Baltimore. | 

Mr. Havuczn. Gov. Hull, of my State, shipped his hogs here to 
Washington and got only a fraction over 6 cents, when they were 
selling at 9 cents at the market here. 

Mr. Branp. But he was not selling them dressed. 

Mr. Haucren. They were dressed hogs. I am putting it in the 
record so that the bureau may have the information. 

Mr. Hari. Another important line of work that is needed is the 
standardization of the different classes of meat. We need a meat 
specialist who will give all his time to working out specifications 
that can be used by commissaries of all kinds, including State depart- 
ments and State institutions, in buying meat on a more definite basis. . 
We have had calls for information along that line, and we need infor- 
mation to meet the requests. It is important that the Government 
and the States should set a good example in their own buying. 

The matter of retail marketing of meats has never been thoroughly 
worked out. In fact, it has never been worked out at all from the 
standpoint of the consumer. I have been very much impressed with 
the need of an investigation to show the relative market values and 
uses of the retail cuts of meat, presented in such a way that the aver- 
age man and woman, especially the woman, can make use of it in 
buying the retail supply of meat. A bulletin of the department that 
has been most in demand, the leading one by far, has been “The 
economical use of meat in the home.” It is primarily a cook book, 
without any iulustrations at all. Other bulletins which have been in 
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“very great demand are “ Meat on the farm” and “ Meats: their com- 
_ position and cooking.” ‘These three are among the 10 most widely 
circulated bulletins of the department. That illustrates the demand 
for information as to the economic purchasing of meats. We believe 
that the great decrease in the consumption of meat which the statis- 
_ tics show has taken place in the last few years could be to a consider- 
able extent offset by the right sort of a publication backed up by 
educational and extension work. 
_ Mr. Haucen. What can you suggest? Have you a single sugges- 
tion to make? 

Mr. Hatt. Yes. 

_ Mr. Haveen. I understand your department has been carrying 
on a sort of cooperative plant there? 

- Mr. Hart. I have no information as to that. I am not speaking 
of cooperative marketing; I am speaking of information that 1s 
needed by the average family in buying their meat at the family 
market, so that they will know which meats are worth the money 
and so that they will know how to get the most for their money. 

Mr. Haucen. But another bureau has been teaching for a num- 
ber of years the same thing. How are you going to decrease the 

price to the consumer! You have investigated that for a number 
of years. 

Mr. Haz. But there has never been a properly illustrated publi- 
cation of that sort prepared. | 

Mr. Havcen. You believe that you can improve upon the bulle- 
tins that have been issued heretofore? 

Mr. Hatt. We believe that we can issue a publication 

Mr. Havucen (interposing). I understand the object is to help the 
consumer aS well as the producer. Now, how can you help the con- 
sumer and the producer? 3 “ 

Mr. Hat. By giving him information. 

Mr. Havcen. Information as to what—how to get things cheaper 
and how to know what he is buying ¢ 

Mr. Hatt. To be a better judge of what he buys at the market 
and to know how to get the full value of his money. Of course, as 
you say, that has been partially covered, but it has never been put 
out in a systematic, illustrative way. 

Mr. Haucen. But you have nothing to suggest? You are not 
giving any consideration to increasing the return to the producer 
and to the lessening of the high cost of living that was promised us 
a few years ago? 

Mr. Haun. We think we can lessen the general cost by increasing 
and improving the demand for certain.kinds of meat. Of course, the 
price of meat depends on a good many factors, which have to be 
taken into consideration. 

Mr. Havcen. I understood you to say yesterday, with reference 
to the asscciations in Minnesota, that you were encouraging the 
farmer to save money by shipping 1n such a way as to lessen expenses. 

Mr. Hat. Yes. 

Mr. Havern. And by doing away with the middleman’s profit ? 

Mr. Hat. Yes; with the local buyer’s. 

Mr. Havcen. Now, there are people who believe that this whole 
movement is for the purpose of doing away with the middleman— 
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that is, the local man. I am glad to have that information, so tha 
we may know for all time what the purpose of this department is 
to do away with the middleman. . : 

Mr. Hari. To do away with the profit of all unnecessary middle. 
men. It is net our idea to take away the middleman at all, but where 
the farmers ship their stock directly that incidentally does away wit 
the functions of the middleman. ee 

Mr. Haueen. And you approve of that? 

Mr. Haru. In that case; yes. 

Mr. Haugen. In that case? 

Mr. Haut. Yes. 

Mr. Haucen. Why not in all cases? . 

Mr. Harr. In any case where it will reduce the waste, and on a 
practical basis. The representatives of the cooperative marketing 
project may speak much more to the point on that than I ean. | 

Mr. Havern. Then we are to understand that you encourage re 
away with the local man to lessen the expenses in the transaction? 
You encourage that and believe that should be the policy of the 
department ? 

Mr. Branp. We try to be fair to everybody—to the packer and 
commission man—and we are more than fair to the producer. We are 
taking every step we can properly take to find efficient means of aid- 
ing the producer in order that he may save money and that the con- 
sumer may get the product more cheaply. We are not trying to 
eliminate the middlemen. ‘lhat may be a by-product of our work, 
but that is net the purpose of our work. Our purpose is to promote 
efliclency and eliminate waste, and in doing that certain factors that 
have developed, through our rather laissez faire way of doing 
things, will naturalky be eliminated in some instances. 

Mr. Havcen. Now, since the doctor has answered my question, I 
will let you answer it in your own way, Mr. Hall. The doctor says 
that he believes in doing away with the middleman. | 

Mr. Brann. I said wherever he is unnecessary.’ 

Mr. Havcen. Well, I infer from your statement that they are all — 
unnecessary. | 

Mr. Branp. No; we do not agree with that. 

Mr. Havucen. That might be so, in the view of some people. 

Mr. Branp. It may be in the view of some people, but we do not 
believe in that. 

Mr. Haucen. Some people believe that the stockmen are necessary 
and some believe that they are not. Some believe that the merchants 
are necessary and some believe that they are not. People in Wash- 
ington understood that that was the plan. It was advertised in the 
city and certain persons were hiring halls to tell the people how 
they could eliminate the middleman. 

Mr. Branp. We can not defend that; we did not do it. 

Mr. Haucen. I want to know what your idea is. 

Mr. Branp. I think I have indicated that. : 

Mr. Haucen. It is to do away with the middleman whenever you 
think it necessary ? | 

Mr. Branp. No; not whenever we think it necessary, but when 
economic conditions prove that it should he so. 

Mr. Havucen. Whenever economic conditions make it necessary ? 
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Mr. Branp. I think I have covered that ground sufficiently. 
Mr. Haveen. Do you agree with the statement made by the doctor? 
~_ Mr. Branp. He has made a great many statements, with most of 
which I agree. 
~ Mr. Haucen. When I asked him what was the purpose, and if 
that was the purpose, he said yes. 
_ Mr. Branp. I made it perfectly clear that wherever there 1s an 
“unnecessary middleman—and the middlemen agree to that them- 
-selves—he will be eliminated, not by the department, but by the op- 
eration of economic law. 
~ Mr. Havcen. You hold that it is an unnecessary evil for a man to 
"buy stock, assemble stock all over the country, ship it, and sell it at 
the terminal markets? | 
_ Mr. Branp. I hold that the farmers at Litchfield, Minn., who are 
better able to sell their live stock than any local buyer, ought to 
do it themselves; and the same thing happens in this case as in the 
ease of Litchfield, Mich., and likewise in Nebraska and in your State. 
They are developing a large number of very efficient live-stock dis- 
“tributing organizations. Whenever they can perform that service 
for themselves at a lower cost than it is performed by lccal men, I 
_ think they should do it. 
\ The Cuairman. Is that your policy, Mr. Brand? 
Mr. Branp. Yes, sir. 
The Cuarrman. That seems to answer it. Proceed, Mr. Hall. 
- Mr. Haxz. Another purpose of this investigation 1s to give us a 
" better basis for quotations. At the present time we have no satis- 
factory statistics as to local meat prices, because nobody has defi- 
nitely defined the retail grades; and most of the information that 
_ we have is given out by interested parties, either wholesale or retail 
meat dealers. We believe it is possible to work out some standards 
that would eventually be just as useful as the cotton standards, 
: the grain standards, and other standards have been in their way. 
_ We believe that a beginning should be made right away to develop 
_ these standards. In fact, a beginning has already been made in 
- Tilinois, where the State experiment station has published bulletins 
on the classes and grades of live stock and meat. 
Mr. Sterne. Can you standardize live stock? 

Mr. Hatz. Not as cordwood, which can be measured in lengths. 
But the Illinois Experiment Station has been the means of bringing 
about more uniform and definite quotations on live stock in the daily 
live-stock papers. I have copies of these publications, which I would 

like to submit for your information if you are interested in them. 

- Mr. Sreere. I can pick up a live-stock market report and find 
stock cattle selling from 7} to 5 cents. How would you standardize 
that market? 

$ Mr. Harz. It would be improved. I would not say standardized. 
Mr. Sreete. What information would you give me that the 74-cent 
cattle was a certain standard that would have a certain quality ? 

Mr. Hatt. It is largely a matter of quality in the case of cattle, 
and the nearest we can approach to that is to pick out a steer that 1s 
a choice feeder or stocker and agree on that type, Just as the cotton 

people agree on a certain type of cotton as a standard. 
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Mr. Steere. Well, by the time you sent that bulletin out to m 

the price would have declined. | 
r. Haru. But the grade would be the same; the grade woul¢ 

not be changed. While it may seem visionary in some ways, ye 
practical stockmen with whom we have gone over this matter have 
agreed with us that it is well worth following up, and that, while men 
who handle cattle all the time see great variations in them, just the 
same as the cotton men see the variations in cotton, there 1s yet a 
good deal to be done to make quotations on meats more standard, just 
as in the case of cotton and grain. We have made some investiga. 
tions to show the different grades of meat and the relationship be 
tween the various grades of meat and the range of prices. Furthe 
investigations will make it practicable to make quotations more 
definite as to the different grades of cattle and meat. * 

Mr. Havcen. But what are you going to do with those quotations 
with the comparisons? ; a 

Mr. Hau. Through the trade papers the quotations could be 
sent broadcast on the basis of certain definite grades of cattle. Itis 
reasonably definite now in some of our best market papers, but it can 
be improved. : ‘ 

Mr. Havucen. You mean to have a Government inspector go in 
there and inspect and grade the cattle? | 

Mr. Haut. Probably not—at least not for a good while to come; 
and I do not know whether it would ever be practicable. Some well- 
qualified stockmen think that it is practicable. 

Mr. Haveen. Who would fix the grades? | 

Mr. Haru. That would have to be worked out, just as the inspec- 
tion system of wheat and grain is worked out; they are still in a 
formative state. It may be that there would be a Government in- 
spector or a State inspector or a representative of the stockmen’s 
associations. I think it is not too early to begin the working out of 
this system to see whether it is practicable. | | 

Mr. Srerte. You are grading a certain type to-day, and you say 
that should sell for 7} cents a pound. If it can not be sold at 74 
cents a pound, what are you going to do about that? 

Mr. Hatu. You would have to get the best price vou could, and 
the same applies to the grading of all other products, 3 

Now, as to the wool-marketing project, we propose to approach — 
that subject from the wool growers’ and the traders’ standpoint. We. 
believe that there is no product that is more in need of standardiza- 
tion and improvement in marketing conditions than wool. I shall 
not go into the details of this project any more than the committee — 
may wish. At the present time the wool growers in the West often. 
do not know within 5 cents a pound the actual value of their wool. 

Then there is the work of our State specialists. We are being — 
represented in several States by men who are experts on live-stock 
questions, helping the farmer and live-stock men to solve the prob- | 
lems of live-stock marketing, studying improved methods of market- 
ing live stock, advising farmers as to the efficiency of the different 
markets that are available, and assisting them in regard to ice 
plants, cooperative packing houses, and community slaughtering 


plants. I think that covers the principal lines of work under this 
project. 
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_ The Cuarmman. Any further questions? We are much obliged to 
you, Mr. Hall. We will now take up the next project, Mr. Brand. 

_ Mr. Branp. The next project is entitled “Marketing business 
practice.” J will ask Mr. Kerr to discuss that project. 











STATEMENT OF MR. W. H. KERR, IN CHARGE OF MARKETING 
BUSINESS PRACTICE, OFFICE OF MARKETS AND RURAL OR- 
GANIZATION. 


Mr. Kerr. Mr. Chairman, I will make my statement just as short 
as possible and to the point, and I shall be very glad to answer ques- 
tions that may help to bring out any details that any member of the 
committee desires to inquire about. 

The Cuarrman. I suggest that we let Mr. Kerr complete his state- 
ment, and if gentlemen have questions to ask him let them note them 
on a tablet and wait until he completes his statement, so that we can 
get a fairly good idea of the work he is trying to do. If any 
details are sought to be brought out he can be questioned regarding 
them in that way. I will not adopt that rule unless it is agreeable 
to the committee. What do you say about it, gentlemen ? 

Mr. Overmyer. I am heartily in favor of it and have been all the 
time. 

Mr. Howe tu. I am in favor of it and always have been. 

Mr. Youne. So am I. 

Mr. Haucen. I suggest that, if any member desires to ask a ques- 
tion, he should first ask permission of the chairman, and that rule 
stand for all time to come. 

Mr. Overmyer. Of course, the chair would not want to refuse that 
kind of a request. 

Mr. Anperson. I find that sometimes these gentlemen do not make 
themselves entirely clear to me, and I would like to have the oppor- 
tunity of at least putting the question to make the proposition en- 
tirely clear if I do not understand any particular point. 

The CuarrMan. Let us understand ourselves, gentlemen: That we 
will try to let these gentlemen go on as rapidly as we can without 
trying to cross-examine them into contradictions, and the like of that, 
and let us get along as quickly as we can. 

Mr. Kerr. Thank you, sir. I will try to make the points as clear 
as possible. The line of work that we are engaged on is entitled 
_“ Marketing business practice.” That is, the business practice side of 
_marketing, including a uniform system of accounting, financing, and 
the details that affect the dollar-and-cent end of it, as they are kept 
in the records. We have carried on extensive investigations through- 
out the United States, starting first with the farm elevators. We 
found, first, that the farm elevators, as a rule, were using systems of 
accounting which in no way showed the actual status of the business. 
Many of them were unsystematic, and in many cases farmers were 
losing money on stored grain. After a thorough investigation, as far 
as we could make one, we devised a system of accounting which we 
believe embodies the best elements of the systems with which we 
have come in contact. 

We tried that system at 14 different elevators, in seven different 
_ States, and after a year’s successful operation, and having brought it 
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before many men in the trade, we feel that that system could profit 
ably be used throughout the country. _On the 1st of May we put tha 
system out, and to-day it is in use in 450 elevators in the United 
States. I have a sample copy of the system, which is being published ; 
by. printers generally, and that same system—the same book, the same 
size, the same binding exactly, the same method of operation—is now 
being used in elevators as shown by these black dots on this chart 
[indicating]. We issue a bulletin which describes in detail the opera- 
tion of that uniform system. Every item which enters into any one 
of these elevators on this map is handled in exactly the same manner, 
At the close of the business year we receive what is known as a cost-_ 
analysis sheet from each one of those +450 elevators. That sheet 
analyzes the cost of doing business by the grain handlers; from 
that analysis sheet we work up a summary. and from that summary 
we work up a cost estimate of doing the work. In that way we 
are able to compare the operation of one elevator with another and 
show where improvements can be made, where the elevator is 
operating on an efficient basis, and where the margins are too- 
high or too small, so from that we have a situation which will 

show the exact status of the business at any moment. In North 
Dakota and other States it is absolutely important that they should 
know how much to account for to the farmer in stored grain. 

We are now trying out a system for cooperative creameries, and 
it has been so successful so far that we have decided to put it out in 
the form of a bulletin, thereby making it available to the creameriles, 
both cooperative and independent, throughout the United States. 
We have a system which we are trying out experimentally in live- 
stock associations, and we are going to make that system available for 
some 500 live stock shipping associations in this country if it is found 
to be desirable. Then we have a system of cost accounting 1n coopera- 
tive canneries. Five canneries in the State of Oregon and one in the ~ 
State of Washington (most of the cooperative canneries are located 
in the Pacific Northwest) are in operation under this system, and — 
they are able to tell the exact cost of any particular product. In 
that way they can tell the price that they should pay to the farmer 
and the amount of advance that they should make for different kinds 
of delivery. 

We found from a large number of requests received from the trade 
and commission men generally that there is a demand for a uniform 
system of accounting for the commission business. This is a matter 
that we feel we should go into, but on account of other work we have 
given it but slight attention. We have a system in Boston in a large 
commission house there which has been’ in operation for several 
months, and it has been our desire to extend that experimental sys- 
tem to other cities in order that we may perfect a system of keeping 
records in identically the same way in commission houses throughout 
the country, which will permit the furnishing of an account of sales 
which will be intelligible and based upon records accurately kept and 
which will show the exact condition of facts relative to the selling 
end of the business. The trade is very anxious to secure assistance 
from some impartial agency in standardizing account records. 

Another thing is that there are a few smal] commission firms in the 
United States that keep no records. It is deplorable, when you get 
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nto this work and find the conditions existing in some of the small 
ommission firms throughout the country. I have seen stuff come in 
m consignment and be entered up on a sheet of paper, and I have 
‘seen four or five lots of stuff of different grades and different quali- 
ties sold to a man and entered as one sale, and I wondered how it was 
‘possible for those firms to make a reliable return to the producer. 
Tf we could develop a better system of accounting along this line, all 
he commission firms throughout the country would be only too glad 
) adopt. it, and we would have a uniform basis on which all returns 
would be figured, and, in case there is any difficulty or discrepancy 
‘or a grower is not satisfied that his returns are based on the actual 
receipts at the market, he will be able, with but little difficulty, to 
trace the matter out through his accounting system. It not only pro- 
“tects the commission man but the grower and the shipper as well. 

~ In connection with the elevator work,it may be said that that work 
was so popular with the cooperative elevators that the indications 
are that scon there will be many thousand elevators using that sys- 
“tem. Several hundred of them intend to install it beginning with 
the next fiscal year, and we have concluded to include all the elevators 
"and warehouses in the United States handling grain. To that end 
We are now endeavoring to establish this uniform system of account- 
Ying for the grain trade generally, and the indications are that it 
“will be adopted throughout the country. Seven State grain dealers’ 
associations have adopted that system, and it is being recommended 
generally by printers and accountants for keeping the records of 
‘elevator companies. I have some 400 columns of newspaper and 
trade-paper comments and a great many letters from managers and 
others who are using the system, showing that it meets the needs 
and a long-felt want of these companies. 

_ -The matter of auditing and financing, especially with cooperative 
organizations, is important, and we have spent considerable time in 
“carrying on investigations with reference to the different methods of 
4 financing these farm organizations. We have now m published 
- form, available for farmers who desire to make use of these things, 
plans to put into operation the financing of these organizations. It 
is very important that the farmers’ organizations in this country 
should be financed on proper business principles, and we are work- 
ing for the improvement of such cooperative marketing agencies as 
now exist and for the promotion of new ones. 

As to fruit and produce work, we have devised a system of ac- 
counting, and that system is now in operation in some 37 fruit and 
produce exchanges in the United States. A few of them are indi- 
- cated on this chart by red dots [indicating |. 

From the figures that we have received from managers who are 
operating the system, we find that on an average, by operating this 
system which we have developed for farm elevators, $100 a year can 
be saved in the item of labor cost in the keeping of those records. 
Figuring on the basis of 450 elevators, not considering the great 
‘number which will in all probability adopt the system eventually, 
it will effect a saving to the farmer on that item of $45,000 a year. 
The 450 elevators which are using the system marketed this year 
$58,500,000 worth of products. 

The volume of business shows the necessity of keeping records in 
such shape that a proper return can be made to the farmer. ‘That is 
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very important in a cooperative elevator, on account of the fact that 
dividends are prorated back to the members of the organization on_ 
the basis of the shipments made, and that more or less complicates 
the records. one | 

The system is not only based upon the best business principles, but | 
we are able to give comparisons one with the other, and we can in 
that way get at certain business inefficiencies and effect a saving by | 
improving the general conditions and establishing the business on an 
efficient basis. We hope to be able next year to go into an investi- 
gation of commission-house accounting and try out a uniform system 
of accounting for commission houses in the large States of the Union. 

I want to call your attention to the resolution which was read yes- 
terday by the gentleman from Missouri regarding a uniform system o 
accounting for packing houses. We have all kinds of requests, and_ 
they simply show that producers and commission men and, in fact, 
all who are interested in the problem of marketing agricultural” 
products realize that there is a necessity for the standardization of 
accounting records. The Interstate Commerce Commission has stand- 
ardized the accounting records of railroad and telegraph lines, and 
banking accounts are more or less standardized. Harvard University 
is attempting to do it in grocery stores and in the retail shoe trade. 
It is generally recognized that we should place business on a better 
business basis. | 

Mr. Anprrson. I understand you to say that you have made a 
comparison which demonstrated that bookkeeping cost, by the use 
of the standardized method which you have devised, has been con- 
siderably reduced ? Me 

Mr. Kerr. We draw that conclusion, Mr. Anderson, from the 
letters which we have received from managers who are operating 
under this system who previously operated under other systems. 
Now, that would not be true in every case, but there are rephes 
which we have received which lead us to conclude that at least $100 
is saved in the average elevator in the course of a year by the use of | 
improved methods of accounting. 

Mr. Anprrson. The Federal Trade Commission is making an _ 
investigation with reference to the standards in different establish- f 
ments. Have you cooperated with them in any way? 

Mr. Kerr. Very fully. The Federal Trade Commission conferred — 
with Mr. Brand before they undertook that work, and I think we 
have a very definite understanding with regard to that. 

Mr. Brann. In all our work we work very closely with the Federal — 
Trade Commission. 

The Cratrman. Could you differentiate the work of the commis- 
sion and your work in this connection ? . 

Mr. Branp. The Federal Trade Commission has undertaken noth- 
ing as to agricultural products whatsoever. 

Mr. Youna. How about live stock? 

Mr, Brann. So far as I know, they have not taken it up. I took it 
up with them in connection with the Chicago conference and asked 
them if they would not send a representative for that purpose, but 
they did not feel that it was necessary, as they were not working 
along that line. | 

The Crarrman. What would be the line of cleavage as between 
the two lines of investigation? You work with farm products ? 
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Mr. Bran. Solely. 
~The Cuarrman. And farms? 
Mr. Branp. Yes. 


~The Cuatrman. And the Federal Trade Commission works 





Mr. Branp (interposing). Manufactures and, to a large extent, 
with producers of semimanufactured farm products, and no doubt 
they will soon get to the field where we are operating. However, 
‘they do not deal so much with the investigation of the practical side 
of the thing as we do. We investigate conditions of marketing and 
‘improvements in methods of marketing products, while they investi- 
gate conditions to determine whether or not there is anything in 
‘the way of unfair competition, monopoly, or restraint of trade, 
exclusive agency and territory, boycotting, and things of that kind. 
_ The Cuarrman. The purposes of the two investigations are en- 
tirely different ? 
_ Mr. Brann. Yes, sir; that is the general situation. 
~ Mr. Anperson. Mr. Kerr, the general propositions underlying all 
accounting systems are the same‘ 
> Mr. Kerr. Yes. 
_ Mr. Anprrson. Now, you spoke about the standardization of cost 
accounting in fruit canneries. 
Mr. Kerr: Yes, sir. 
Mr. Anperson. Does this standardization include canned corn, etc. # 
_ Mr. Kerr. So far we have confined ourselves to farm cooperative 
J ecanneries. The ones that we have investigated were primarily en- 
gaged in putting up small fruits and vegetables in the Northwest, 
but the system can be used by private enterprises as well as by 
farmers. 
_ Mr. Anperson. Of course, there are a good many more or less co- 
operative canneries engaged in canning tomatoes, corn, and peas, 
but what I wanted to get at was whether the accounting system 
~ which you have worked out could be applied to all canneries? 
_ Mr. Kerr. Regardless of the product handled, it can be applied 
~ to any canning business now conducted, so far as we know—that 1s, 
with a few slight changes in the method of doing business. 
Mr. Havcen. Is that form the one used by the line elevators? 
Mr. Kerr. We have a very small iine-elevator form that is used 
Mr. Havcen (interposing). Did you work that out? 
Mr. Kerr. Yes; and after an extensive investigation we thought 
the best feature with which we came in contact, and one which we 
felt would be properly applicable to the situation, was similar in 





¢ 


¥ . . ‘ 

_ principle to the one we have adopted. 

Mr. Havcen. Do you suggest carbon copies? | 

Mr. Kerr. Not for the original financial record. Carbon copies 


are used for all the scale tickets, warehouse receipts and checks, 


and so on, but for the regular financial records we use no carbon 


copies. 
Mr. Havcen. How often are reports made? ' 
Mr. Kerr. During the height of the season they are made daily to 


the head of the central office. é 
Mr. Haucen. Do you take carbon copies of managers’ reports $ 


‘Mr. Kerr. Yes; we do. 
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Mr. Haucen. How complete is the report to the president of the 
association—the report of the buyer or who ever is charged with re 
sponsibility ? 

Mr. Kerr. The report will show the total amount taken in, the 
price paid, the dockage in places where there is dockage, the amount 
sold, and the number of grain checks issued, and will include carbor 
copies of the grain checks, and in fact, a complete record of each one 
of the transactions in detail; and then they are summarized in the 
central office. 

Mr. Haucen. Does it give the name of the party sold to? 

Mr. Kerr. Yes, sir. 

Mr. Haucren. A full report is made of that? 

Mr. Kerr. Yes, sir. 

Mr. Haucen. As well as the number of bushels and everything? 

Mr. Kerr. Yes, sir. You will notice that all our accounts are 
kept in dollars and cents and in bushels and pounds. | 

Mr. Streets. As a matter of fact, Frank H. Peavey had this system 
35 years ago? , 

Mr. Kerr. If he did, it was a coincidence that we should happen 
to hit upon the same thing. I am familiar with the Peavey system 
and in some respects it is practically the same, but we are developing 

a system which is better than anything so far put out which can be 
used generally throughout the country. The Peavey system was de- 
vised for one particular business. The two are not similar in all 
respects. 

Mr. Havucen. But are your reports from the buyer to the manager 
complete so that these farmers who have invested their money 
in this business may know that the business is being conducted in a 
businesslike way? That is, in making full reports is the same method 
used as is employed by the line elevator companies? 

Mr. Kerr. Yes, sir. I have a letter from the president of a line 
of elevators operating in Kansas in which he makes the following 
statement : 
















I have spent a good many years in investigating systems of accounting for 
farm elevator and I believe the system that you have is as near burglar-proof 
and as near a record which will prevent any irregularities in the business as 
we have been able to get so far, and in addition to using that system we recom- 
mend an annual audit by the public accountant as well as by an internal 
accountant. 


Mr. Hercrsen. When you speak of central offices, that applies only 
to places where there are a number of elevators, but this system is | 
applicable to one elevator as well as to a number of elevators? 

Mr. Kerr. We have some single elevators in North Dakota, for in- 
stance, doing a small business a year, but we have been trying to get 
facts that can be used in a majority of the elevators, regardless of 
the conditions under which they operate. | 

Mr. Hexcrsen. You have a system under which you think that if 
a man has only one elevator he can employ an auditor to keep that 
record, and the manager can step in there any day and find out the 
condition of the business? 

Mr. Kerr. If he follows our system he can find out at any time— 
any hour or any minute—just where he stands. 


Mr. Havcen. And your idea is to make it as burglar-proof as 
possible ? 
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Mr. Kerr. As efficient as possible. 

Mr. Havcen. You used the term burglar-proof. 

‘Mr. Kerr. I did not use that term myself; I was quoting somebody 

Ise. This system of accounting will put the business in such shape 

hat it will allow a disinterested agent at the end of the year to come 

mn and make a comparison so that he will be able to point out places 

“where there may be an excessive cost, and things of that kind. It 

“will be of great benefit to the producer. 

Mr. Overmyer. How do you bring this system to the attention of 

the operators? 

Mr. Kerr. Every elevator in the United States received bulletin 

No. 236, in which we describe in detail the operation of this system, 

“giving a copy of the form with sample entries, and with this form a 

“manager is able to take up the system with very little difficulty. 

_ Mr. OvermMYEr. I was wondering whether the cooperative elevators 

in my district might know about this? 

Mr. Korr. They all have that bulletin. In addition to that, we 
send them in a mailing tube printers’ samples of each form. At 

this time there are some seven large publishing houses printing the 

system, and they have men out in the field selling these forms. 

“Mr. Haucen. As I understand you, this is to bea loose-leaf ledger ? 

_ Mr. Kerr. Yes, sir. : 

' Mr. Havcen. Do you make a carbon copy of the sheet “ Grain 
purchased”? If you are a buyer, what report do you give to the 

president? 

Mr. Kerr. If he desires it, we can give him the report daily, show- 
ing the amount of grain purchased by grades and by dollars and 
cents. 

Mr. Havcen. Do you give the names of the purchasers 

Mr. Kerr. He can have a copy if he wants it. 

Mr. Havucen. He can, but what 1s your suggestion ? 

Mr. Kerr. Our suggestion is that the records will be kept in the 
elevator and that a report should be made to the auditing com- 
mittee at least once a month, That auditing committee goes over 
the scale tickets and other things and checks them up, and at the end 
of the year a competent accountant comes in and goes over the whole 
_ thing. 

Mr. Haveen. That is not being done by the line elevators. I want 
to get at what is the practice of the people in the line elevators. Do 
daily, weekly, or monthly reports made give the names of the parties 

to whom the goods are sold, by whom they are bought, and every- 
thing in detail; that is, as to farmers’ elevators ? 

Mr. Kerr. Farmers’ elevators are mostly only single elevators 
doing the business. If the president wants that information, we 
recommend first that you get a good responsible manager and bond 
him and then go over his records with an auditing committee once a 
month. No president wants to go over a stack of several thousand 
scale receipts every month or a few of them every night. 

Mr. Havcen. I think most of them may do that, but some of 
them have a rather loose system, and full reports are not made. My 
understanding is that the line elevators make carbon copies. 

Mr. Kerr. They are operating under a different system. They 
report to a central office where the financial records are kept, but in 
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this case the financial and auxiliary records are all kept in the same 
office. 

Mr. Havucen. The head officers are the directors and the president. 
They employ the managers and endeavor to get responsible men, but 
occasionally they do not succeed, and occasionally there is a loose 
way of keeping books and they get into trouble. That line of 
work that you have suggested here is a very valuable piece of work, © 
and you may work out some plan, but it seems to me that your system 
is not complete. I believe that if I had anything to do with it I 
should require that carbon copies be kept so that they would have 


that information every evening or every week, so as to check up that — 


account. 


Mr. Kerr. They have the carbon copy of every check that is sent 


out, every warehouse receipt, and every scale ticket, and they are all — 
put in a bound book with consecutive numbers, so that if one of them 
is torn out of that book you will know that something is wrong. 
Now, if we send in an auditing committee every week, or every day 


for that matter, they would merely check up with the carbon copies. — 


If they want to go still further, they can take the original records 
and check them up. . 

Mr. Haucen. Occasionally you will find a manager who draws a 
check for grain not received—occasionally he does not make a record 
of sales. Can you safeguard that? 

Mr. Kerr. As nearly as you can safeguard against dishonest men 
in business. 

Mr. Havern. By making carbon copies? 

Mr. Kerr. Yes. 

The Cuarrman. Anything further, Mr. Kerr? 

Mr. Kerr. No, sir. 

The Cuarrman. We are much obliged to you. 

Mr. Brann. The next project deals with grain, seeds, and hay 
marketing investigations. Mr. Livingston will discuss that item. 


STATEMENT OF MR. GEORGE LIVINGSTON, IN CHARGE OF GRAIN, 
SEEDS, AND HAY MARKETING INVESTIGATIONS, OFFICE OF 
MARKETS AND RURAL ORGANIZATION. 


Mr. Livrnesron. Mr. Chairman and members of the committee, 
the purpose of the grain, seed, and hay marketing project is to insti- 
tute a study of the grain marketing situation at points of production 
and terminal markets, together with the selling of these commodities 
to the consuming public. The study was inaugurated six months ago. 
In a way our report in the matter of progress must be meager, and — 
for that reason we are asking for a large increase; we want to over- 
take those who have gone before. The last six months have been 
spent largely in surveying the field, organizing the work, and per- 
fecting future plans. 

The field may be ‘divided, first, into marketing at country elevators. 
In that connection we want to study the local market in its relation 
to the producer and to the large central markets, for the purpose of 
ascertaining its efficiency and_ its capacity for economic service. 
Statements have been made that the country elevator man is receiy- 
ing too much money—that he is exacting too wide a margin. Other 
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statements have been made that he is working on a too narrow mar- 
4 ; that the business 1S depreciating and not self-supporting, and 
that itisa drag on the community. We want to obtain the facts in 
the case by visiting a large number of elevators and observing exist- 
ing conditions. During the past summer we visited some 300 ele- 
3 yators 1n the Central West, and we hope to continue the study during 
the coming year. There are some 25,000 or 30,000 elevators, but we 
“have interviewed only a small percentage of them. 
_ The next point is terminal marketing. The commercial exchanges 
and boards of trade, as well as country shippers and producers, are 
anxious to have a careful study made of the entire terminal market- 
ing situation. There is an element of uncertain feeling in the public 
_ mind to-day, particularly among the producers, regarding the service 
of the terminal markets and their margin of profit; also with regard 
; to the amount of service actually rendered. We hope to make a de- 
~ tailed study of each of the large terminal markets for the purpose of 
making accurate reports on this subject. When completed, sugges- 
_ tions regarding possible improvements of certain marketing features 
_ may be offered. If nothing is discovered, a frank statement of exist- 
- ing conditions will be made public. Our purpose is to inquire into 
present conditions with a view to determining the economic possibili- 
ties and whether or not the terminal markets are being conducted in a 
manner insuring justice and fair dealing to producer and consumer. 
There are some 25 or 30 large markets, and considerable time will be 
required to make a detailed study of each market. A study of a single 
uy typical market might be made, but, in my opinion, such a course 
" would be inadvisable, in that conditions existing in this particular 
market might not obtain in others. Conditions vary in the different 
markets. 
; The next point we wish to consider is consuming marketing. The 
' -statement has been submitted that the number of middlemen is 
excessive and that there is too much difference in the prices between 
the consumer’s cost and the producer’s selling price. Complaint has 
been made that conditions in the South Atlantic States are such that 
the grain shipped in from the Middle West is handled by too many 
middlemen, producing a marked difference between the price of the 
grain in the East and West. We hope to go into that question and 
Tearn something about the details of consuming marketing. In that 
connection also we wish to make inquiry into the advisability and 
practicability of establishing a consuming reporting system. 

In the various sections of the East and South Atlantic States and 
other consuming territories the demand for grain and hay varies 
from time to time and from year to year, depending upon the season 
and other factors, the small shipper not always knowing just where 
he can find a market for his surplus product. The large shipper 1s 
generally in position to locate the best markets. We are looking into 
the possibility of establishing a consuming reporting system to pro- 
vide some indication as to the amount of grain and hay needed in the 
various sections of the country that are large consumers of those 
products. ; 

Another point is hay marketing. The hay trade feels that it 
should receive as much consideration and attention in solving its 
problems and difficulties as has been given to the orain trade. The 
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hay trade in comparison with the grain trade may be said to be ir 
an unorganized condition. They have received very little assistance 
in solving their marketing problems, and the hay dealers are very 
anxious to have some assistance in making more uniform the service 
they are attempting to render. The grades are not definite, varying 
considerably in the differént markets. There are very little data on 
the loss in shipment, shrinkage, warehouse practice, systems of in- 
spection, and various other things that must be ascertained through 
personal visits to the large and small hay markets. The Western 
States are calling upon us for information and assistance in market- 
ing their surplus alfalfa crop. That is a very difficult problem, be- — 
cause the alfalfa industry has developed very rapidly in the West, and 
a surplus of hay has been produced that is very difficult to place 
at the consuming centers because of its large bulk and the necessarily 
high freight charges. It is a situation demanding serious attention. 
The growers of prairie hay are also experiencing difliculty on account 
of the fact that this hay is of rather poor quality, the market is not 
extended, and the freight rate is high, or at least comparatively high 
for the value of the hay. 

Still another point is seed marketing. When I speak of seed I refer — 
to the seed of the forage crops, principally the clovers and grasses. 
The marketing of these products has not received much attention and, 
as the value of the products, together with the unorganized character — 
of the market at the present time would indicate, there is a useful field — 
of service in unifying the present system of marketing grass and clo- 
ver seeds. There is a great deal of waste, and we want to investigate 
the situation. ty 

We have also had requests to establish a seed registry and stand- 
ardization service. I might explain that statement by saying that 
the agricultural colleges and experiment stations, together with the 
Federal Department of Agriculture, have developed many improved 
strains and varieties of field crops that have never achieved com- 
mercial popularity. They have been developed by hybridization 
and selection, but they have never been propagated in sufficient 
amount to get them into the commercial field. Oftentimes the seeds- 
man buys a small quantity of improved seed and attempts to in- 
crease and multiply its volume, but he is not always successful in 
maintaining its purity. Often after being placed on the market 
it is sold under the name of a certain pure breed, pedigree, or strain 
when in reality it is a mixture. Hence, we wish to determine 
whether or not Scme system of registration of improved seeds may 
be worked out. 7 

The grain-sorghum industry is increasing rapidly. In 1905 the 
estimated production was 5,000,000 bushels. in 1910 it was 17,000,000, 
and this year the estimate is 125,000,000 or 150,000,000, an increase 
of over 100,000,000 in the last 10 years. Along with the great in- 
crease in production and the unorganized character of the commercial 
machinery to handle it, there have arisen bewildering problems. 

The kafir-corn growers have repeatedly sought a solutien of their 
problems. At present we do not know how to go about solving 
them, but we think it is a problem worthy of some consideration 
because of the value of these products. We believe that the industry 
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nas been developed to a point where it should not be permitted to 
anguish through inability to market the grain. 4 

_ Now, as to the marketing in the Southern States, if the campaign 
for diversified farming which has been so generally inaugurated in 


farmer must have some help in marketing his surplus grain. Con- 
od tions there are such that our oflice can be of material assistance. 
Last year the large surplus brought up many problems, among them 
_ being the matter of elevator construction. In one State it was quite 
_ generally advocated that farmers should cooperate and construct ele- 
vators. The office, through its representatives, discouraged the plan, 
“ealling attention to the fact that a great financial loss would result 
_ from the business at that particular time and advising the southern 
“farmers to utilize the ectton warehouses for grain-marketing pur- 
Bro rather than to build new elevators. In point of fact, some 
have been erected and have not succeeded, while others are han- 
_ dling very little business—hardly enough to justify the amount of 
_ money invested. 
_ Now, to sum up what I have attempted to say: We are just begin- 
ning the study of grain, seed, and hay marketing conditions. We feel 
' that there is a big field; that the value of the commodities is large; 
" and that there is much misunderstanding regarding the service being 
_ rendered by existing agencies. We are interested in finding out 
_ whether those agencies are performing their functions in an economic 
~ and efficient way and what the prospect of future improvements are. 
> What we desire to do is to make an economic study of the entire situa- 
tion, so that we can report intelligently upon it. If present conditions 
are all that may be hoped for in the future, it is worth a whole 
lot to the farmer to know that. We want first to get the facts regard- 
ing existing conditions, whereupon we may be in position to suggest 
some improvement. At any rate, we will be able to quote pertinent 
facts, which will be of some service to producers as well as consumers. 
Mr. Doorrrrie. What do you think about the ability to fix a per- 
manent standard for hay? 
Mr. Lavineston. I think it should be done, but it will be a very 
difficult task, for, while it is the same as grain grading in one way, in 
other ways it is more complex. We are not able to put hay into the 
Babcock test and give it an accurate determination. 
Mr. Doorrtrie. Do you think it can be done? 
Mr. Livinoston. Yes; though not as definitely as we can find out, 
_ for instance, how much butter fat there is in milk; but we can greatly 
_ improve the present condition. | 
Mr. Srereie. You stated something about standardization of grain. 
In shipping grain from the North to the South and selling it to the 
southern man, would not the purchaser be required to pay a greater 
price than he ought to? Somebody said that, if we passed this 
grain-standardization bill (I think it was Mr. Rubey), in case 
corn was shipped from the North to the South they would know 
exactly the value of that grain upon the market, and consequently 
there would not be any excessive price charged to the consumers of 
corn in the South. Is that true, Mr. Livingston! 
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Mr. Livineston. Yes; that is true. It eliminates one factor. 

Mr. Steere. Then it would not be necessary for you to take u 
that feature? 

Mr. Livineston. No, sir. 

Mr. Rusey. I think he stated that the grain and other stuff passe 
through so many hands that the price became excessive when i 
reached the consumer. 1 

Mr. Srreve. But if the grain was standardized and the farmer in 
the South knew what the freight rates were and knew what he was _ 
paying, he would not be charged an excessive price, or he would not 
pay an excessive price. 

Mr. Livinesron. He might not if he bought it directly, but ordina- 
rily he buys it through the local retail man. 

Mr, Steere. Well, it is up to him as to how he buys it. He knows 
he is going to buy standardized grain. 

Mr. Livinesron. Yes. 

Mr. Srrrie. And he knows exactly his freight rates and what he 
ought to pay for that corn? 

Mr. Livinestron. He knows the grade of grain he is getting and 
what it is selling for in Chicago, but the. only other thing he knows 
is the freight rate from Chicago to that point. 

Mr. Srretr. Now, he wants to know the price the party is paying 
for that corn sold to him. 

Mr. Livineston. He does not always know where the local man 
gets it. He may know what it is worth in Chicago, and the local — 
man may get it from Memphis, Cairo, or St. Louis. ig 

Mr. Srrrin. Is it your purpose to tell him what he ought to pa 
for that grain? | 

Mr. Livinesron. No, sir; but we want to find out how many men 
are handling this grain from the time it leaves the actual shipping 
point until it gets to the southern consumer. : 

Mr. Havern. You said something about studying terminal mar- _ 
kets. In that study are you not encroaching on Dr. Duvel’s bureau? : 

Mr. Livrneston. I do not think so. 

Mr. Havern. Or are you in the same bureau 2 

Mr. Laivineston. No, sir; we are not in the same bureau, but our- 
work is very closely related. In fact, it is impossible to separate it. 

Mr. Haucen. Is not that subject investigated by Dr. Duvel? 

Mr. Livinesron. He is interested in establishing grades but not in 
the future markets, for instance, or in the elevator situation from the 
standpoint of price. He is interested in obtaining information use- 
ful in establishing the grade, and we are interested in the price in its 
relation to the consumer, middleman, and producer. 

Mr. Haucen. And the operation of these various exchanges? | 

Mr. Livinesron. Yes. He is interested in the effect certain prac- — 
tices have on establishing grades, and we are interested in the whole 
economic aspect of the situation. We are taking up such points as 
speculation, brokers, scalping, future trading, commission men, ete. 

Mr. Havcen. He undoubtedly has a good deal of knowledge 
about it? 

Mr. Livrneston. Oh, yes; he undoubtedly has. They are very — 
closely connected, and we cooperate. 


* 
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“Mr. Havcen. You said that there are too many middlemen. Now, 
re we to understand that the slogan is “from the farm to the 
citchen,” or something like that? | 
~ Mr. Livrneston. I did not make the statement that there were too 
many middlemen. I said we want to find out how many middlemen 
there are. 
Mr. Havern. What have you in view? If you find there are too 
“many, will you eliminate them?! 
Mr. Lavixeston. No. We will simply say so; that is all. We will 
ust make the remark. 
~ Mr. Havucen. Then, everybody will have to determine for himself 
whether it is so? 
~ Mr. Livinesron. Yes. 
_ Mr. Havcen. Have you discovered any who should be eliminated # 
Mr. Lavrxeston. That will depend upon how many there are and 
_ what effect they have upon the market. The man out in the country 
is led by accounts in the newspapers and various other ways to be- 
lieve that there are too many middlemen. 
ig Mr. Havcen. You spoke of shipping carloads of hay from one 
point to another—from Iowa to Mississippi, for instance. How 
“many hands would that go through? 
: Mr. Lavrxesron. We have not been able to study that. That is 
_ what we want this appropriation for. 
& Mr. Havcen. Have you any information on that point? 
Mr. Lavrxeston. Not on that particular question. 
Mr. Svrerie. Has it ever come to your attention from the producer 
_ that there are too many Government officials ? 
’ Mr. Livrnesron. Yes. 
~The Cuairman. There are some folks in this country who think 
- there are too many Congressmen. 
> Mr. Lavrneston. Yes. 
-- Mr. Havcen. Your purpose is to get information as to consump- 
tion and prices and report consumption and prices in various locali- 
ties? 
Mr. Lavinesron. It is a matter of looking into the advisability of 
doing that sort of thing. That 1s our purpose. For instance, in some 
sections of the New England States in certain years there is a great 
demand for hay, corn, or oats, while the next year it may shift to 
some other section of the States or to some other part of the country. 
We want to get that information and furnish it to the shipper who 
desires to supply that demand. 
Mr. Havucen. Well, the price is usually governed by the demand. 
Mr. Lavrneston. Oh, yes. 
Mr. Havucen. What the consumer is interested in is the price. 
Our daily papers give that every day. Anybody can pick up a paper, 
and it will give the price, as a general thing, at a number of these 
terminal markets, though not all of them. If the paper does not 
give the price at New York, you can buy a New York paper and get 1b. 
Mr. Lavrxcston. Yes; but New York may not supply the whole 


of New England. , 
Mr. Haucen. The farmer will send it where he can get the best 


price. 
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Mr. Livrixcsron. Yes; and we want to tell him where he can ge 
the best price, or, at least, where the demand is active. a 
Mr. Haucen. By picking up a paper you can tell exactly wha 
the prices are in New York, Chicago, and Kansas City. a 
Mr. Livixesron. Yes; but New York prices might not rule in som 
small towns in Massachusetts. a 
Mr. Hauern. Are you going to establish an agency in every little 
town and crossroads in the country ? | 
Mr. Livineston. Not at all. - a 
Mr. Havenn. You are going into towns that have no quotations 
of the markets ? 
Mr. Livineston. No. We are not going into the price business 
at all. In fact, we are just considering whether or not it would be 
feasible to report areas that are short on certain articles and other 
areas that are long. . a 
Mr. Havucen. You say the price has all to do with it. The con 
suniption regulates the price—or the freight rates? 
Mr. Livrneston. Yes. F 
Mr. Havernn. Now, what do you propese to do with pure seed? 
For instance, to what extent is Johnson grass seed sold for Sudan 
grass seed ? 
Mr. Livinesron. That is a question we want to investigate. 

Mr. Haucren. You have not investigated it yet? 

Mr. Livrnesron. No, sir; we have just started. We are only six 
months’ old. ; 

Mr. Howein. If I understand you aright, it is your aim to bring 
the producer as far as practicable inte direct contact with the buyer 
of his product. Is that correct ? | 

Mr. Livineston. We want to obtain information regarding the 
number of hands a commodity passes through in its journey from the 
producer to the consumer under present conditions, and at what cost. 
When we have that information we may be able to offer some sug- 
gestions. | 4 

Mr. Howrtx. I understood that you work in the interest of the 
small independent shipper in order that he may reach the market 
directly ? 

Mr. Livinesron. Yes; if he so desires. | 

Mr. Howrrn. And thereby increase the number of shippers who 
can deal directly with the primary market ? 

Mr. Livineston. Yes. 

Mr. Howrrx. That is one of the aims that you expect to attain? 

Mr. Livrneston. Yes. 

Mr. Howrrn. Have you considered the influence that it would have 
upon the price to have a great multitude of sellers offering their 
products on the markets? Have you taken into consideration the 
effect that that would have on the market? In other words, one of 
the great troubles of the farmer to-day is the lack of organization? 

Mr. Livinestron. Yes. 

Mr. Hower. And lack of maintained prices? 

Mr. Livingston. Yes. | 

Mr. Howrxn. They compete, the one against the other? 

Mr. Livingston. Yes. 
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_ Mr. Hower. Have you taken into consideration the question of 
whether it would not, in effect, result in a competition that would 
lower prices rather than advance prices to the farmer? 

_ Mr. Livineston. Not necessarily. That would depend entirely 
upon the demand in the market. 

_ Mr. Hower. At the present time the farmer sells his product to 
one agent and he in turn becomes the competitor of some other agent 
tn another market, and their aim is to get the highest price they can 
‘in the selling market in order to outbid each other in the buying 
market? 

) Mr. Livinesron. Yes. 

Mr. Howerru. But you would bring the producer and his neighbor 
producer in the same market, and it seems to me that you would bring 
about a keener competition than there is now with the middleman. 

_ Mr. Lavinesron. I think the competition is there, whether it is be- 
tween the producers or the men who handle the commodity next. 

Mr. Doorrrrisn. Mr. Livingston, from the producer’s standpoint, 
do you think that grain should be permitted to be sold which is not 
in being. 

Mr. Livinesron. You mean future transactions ? 

Mr. Doorrrrir. Yes. I mean the grain which is not in existence. 

Mr. Livrneston. I would like to answer that question in this 
way : 

. Mr. Doorsrrtn (interposing). From the standpoint of the pro- 
ucer. 

Mr. Livincston. We are just starting on a detailed study of that 
situation. We have visited two markets and hope to study all of the 
future markets where that is being carried on, but I do not feel that 
we have sufficiently studied the matter to answer that question defi- 
nitely at this time. 
| Mr. Branpv. May I answer that question in this way: The com- 
_ mittee is familiar with the report on the cotton exchanges which dis- 
cusses the cotton situation in great detail. No thorough investiga- 
tion has been made in the matter of trading in grain futures. We 
want to carry on that work next year in line with that excellent report 

that was made on cotton-futures trading by Mr. Herbert Knox Smith. 
Mr. Livrneston. The same question comes up in the matter of sell- 
_ ing options on land. 


STATEMENT OF MR. CHARLES J. BRAND, CHIEF OF THE OFFICE 
OF MARKETS AND RURAL ORGANIZATION—Continued. 








Mr. Haucen. Now, I would like to ask Dr. Brand a question or 
two. Can you furnish a report giving the number of employees in 
the Office of Markets, where assigned on this work, and what you 
propose to do! 

Mr. Branp. Yes. 

Mr. Haucen. You will have a detailed statement put in the record ¢ 

Mr. Branp. If the committee wishes it. 

The CuarrMan. Without objection, it is so ordered. 
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(The statement referred to follows :) 





















Personnel of Office of Markets and Rural Organization, February 11, 1916. 









































In Washington. Out of Washington. 
Statu- | Tem- Statu- 
Total. | Lump. tory. | por.ty. Total. | Lump. tory. | pora 

UDIClAawac oe sa noone eae eee eee 1 Seer ll seeeee 
Chief clerk... 1.2.2... cssnwenecenenes I |....-.-- 1 peed meres errr 
Spoecialints sak. exckoeursass scones as 12 12a Sao ee See 4 Sefrieye eqs 
Cotton testnologistsic-2.2........-s< 2 ye Penn Prensa 
EITVOSISS LORS eiss acenans = eee neko 10 pO nS Ie ee 
Structural engineer and draftsman. - 1 1 es ners mT 
SRIStAMUSe etates vate os teceee ete e eee 62 O20 | Serene eae emer 2 2 To cas ae eee . 
Taw Clerks: Five ab ieee cee cee 1 (Pee es errr 
Clorka ecmtmace te gaccce eet omtckim ems 68 33 34 1 2 2 ls aceue > |e 
Supervising telegrapher...........- 1 VS Pes ROMERAM Re 
PHOvOPTADOCS. .- eece ss cnc eee ae 2 ye I I Pee 
Laboratory aids 2 csc se et feyn eee 9 5 Se rs eres en a ee 
Skillodilahboretsics-k goon eres 22 7 See AS | VMS er ee 
used I DOLerse 2. asa nee aes 9 8 | srs Memrnreony ae 
MésserlverjHoyeu.te . eater: foe 11 5 6 |... 2c..00.)0 50 ..2 Ae 
Charwomieny sec wie ces acoe. eae es 5 ie i eee PS 
AMONG... cdiaen cy cops Scand cuSane eM aaa Cthats one hairs desta eet te ee 6 5 ti. aan 
Cotton samplerst ac 2s oe. wee aoe ae oe ee ce ee 5s ee oe 21. |. .2eki see ee 
Collaborators. cesses .cce cacao eee 1 eo ae ee ice See eee 13 12 eee 
Copyist (topographic draftsman)... 1 | Pe SA ES 
NLS Gr ACO Ins a eRe saan ceteris co te 3 1 re Meee er 
Multigraph dai (assistant). .... 1 1 a Pn 
Elevator conductor. <...2.. 2.2% 2: 1 5 ary ( 
WO ORU IGT a asin sins aahiey «Se ee ions Seah 4ee 1 [.. 0.2.2 Hoe oe 

ILOUGL Sees nak cate to eect eee e 225 173 48 4 148 pa Be as 2 








1In addition to the persons shown as being employed out of Washington, a part of the time of all specialists 
technologists, scientii.e assistants, and other technical workers is devoted to field investigations. Total 
number of employees of all classes, 273. 


Mr. Branp. Mr. Chairman, there remain to be discussed now, 
under marketing and distribution, just three projects. The next 
project is that on the marketing of cotton seed and its products. That 
is a relatively small project, and I do not intend to take much of the 
committee’s time on it, further than to say that we are carrying on 
investigations in future trading in cotton seed and cotton-seed prod- 
ucts, the possibility of standardizing the grades of cotton seed and 
products, the effect of varying laws of the different States on the sale 
and distribution of cotton seed and cotton-seed products, and pri- 
mary studies to discover the losses, discriminations, and general meth-— 
ods of handling seed in the primary markets. We have carried on _ 
that work in the past season and, to give you something of an idea — 
of the results that have been produced, I will quote you some figures. | 
We have carried on a survey in 17 of the small cotton towns in the 
Memphis district, sampling a great many loads of cotton seed:each 
day in each of these markets. The variation in prices paid in towns 
as near together as 10 miles is sometimes $10, $11, or $12. We find 
variations on the same day of from $2 to $12. In another case it was 
$11.66. The variation, the lack of proper discrimination, the lack 
of any system which gives to the producer the value of the particular 
thing that he is offering for sale, has been made absolutely apparent 
by this method of primary marketing surveys. We find that the most 
striking way to bring home to the producer the loss that he is suffer- 
ing by a lack of proper discrimination and of showing him how he 
can help himself. I think that will perhaps convey to the committee 
some idea of the results of this work. 
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Mr. Haveen. Mr. Chairman, may we have an expert on cotton seed 
for a few minutes? Iam more interested in that subject than any- 
thing that comes before the committee. Have you an expert here who 
has knowledge of the cotton-seed industry, Mr. Brand? 

_ Mr. Branp. He is not here, but we have one who has knowledge of 
-it—who has spent his whole life in that work. 

_ Mr. Haveen. Has he any information as to the owners and 
operators of the cotton-seed industry of the South? 

Mr. Branp. We have a great deal of information on that subject. 
Mr. Havucen. Have you any knowledge in the matter? 

_ Mr. Branp. I would say that information is knowledge. We have 
ery complete records of the apparent ownership of certain cotton- 
seed industries. I suppose Mr. Haugen is looking back of that subject 
to those who were reputed to be interested in the cotton-seed industry. 
Mr. Haucen. Yes. It has been alleged that the packing houses and 
the oleomargarine people own and operate the cotton-seed industry 
of the South. 

_ Mr. Branp. I do not think they deny a part of that allegation. I 
elieve they have a large interest in it. 

» Mr. Haucen. To what extent? 

_ Mr. Branp. I can not tell you. I do not know whether it is a 
matter of public record. 

Mr. Havcen. Well, you have some knowledge of it? 

Mr. Branp. No; we have no knowledge of the exact ownership of 
that industry. A few big corporations, like the Pennsylvania Rail- 
road and the United States Steel Corporation, publish the exact dis- 
tribution of their stock and control, but there are only a few of them, 
and we have no method of forcing that sort of information from 
people. 
| Mr. Havcen. But I understood you to say that a large amount of 
stock is owned or controlled by the packing houses ? 

_ Mr. Branp. I said that the packing-house interests admit a very 
large interest in these concerns, whose products they use in the manu- 
facture of their products. 

_ Mr. Havern. You have some one who has given that matter some 
attention ? 

_ Mr. Branpv. We have a specialist, but he is not here, as 1t was not 
expected that he would be called. The next project is marketing 
dairy products. That is a relatively new project, and, while not very 
large, we consider it very important. Mr. Potts will present this 
subject. 


: STATEMENT OF MR. ROY C. POTTS, IN CHARGE OF MARKETING 
- DAIRY PRODUCTS, OFFICE OF MARKETS AND RURAL ORGANI- 


ZATION. 


Mr. Ports. Gentlemen, the dairy industry of the United States, 
according to the census statistics of 1910, ranked fifth in total value 
of farm products produced. In some of our States it ranks first, and 
in some of the Southern States it ranks lower in the value of the 
agricultural products. Probably no other branch of agriculture 1s 
better organized in some particulars than the dairy industry. We 
cite the cooperative creameries 1n Minnesota as types of highly or- 
ganized cooperative agricultural organizations which are getting for 
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their members larger net returns than possibly can be obtained unde 
any system of marketing cream for the manufacture of butter. I 
our investigations we have taken up a study of various branche 
and phases of the dairy industry. Under a cooperative arrangemen 
with the University of Minnesota we have investigated the market 
ing of cream to the creameries and the marketing of butter produced 
by the creameries in the markets of that State and the markets of 
the United States where these products are consumed. -In our studies | 
of the marketing of dairy butter we have investigated the conditions — 
which encourage the production of dairy butter and the conditions | 
which determine the prices received by producer and at which it is 
sold, and the relative amount of dairy butter that is consumed locally 
and that is shipped from the point of production to other points to. 
be manufactured into process or renovated butter. This represents © 
one form of our studies that has been carried on during the past year 
in cooperation with the University of Minnesota. We may conclude 
from this work that in that State—and it is no doubt true in others— 
it is possible for dairy butter to be marketed under better conditions | 
than it is at present. : 
We found that a large part of it is ultimately sold to the reno- — 
vating factories and by them manufactured into process butter and 
put upon the market, where it competes with dairy and Crna 
butter. We believe that a larger portion of this dairy butter would 4 
be consumed in the local market if it was marketed at the local 
grocery store in consumers’ packages, which could be handled by — 
the grocer in a more sanitary manner and would be more inviting — 
to the consuming public. The use of consumers’ packages in market- 
ing dairy butter would increase the local consumption of dairy 
butter, and thus there would be removed from the market a large 
amount of that kind of butter which is now manufactured into 
renovated or process butter. In our investigations in Minnesota we 
made a careful study of the conditions which affect the economic 
cost of the marketing of cream to creameries., It is generally be- 
lieved that a creamery can not afford to accept a poor quality of 
cream but must secure the best quality that can be obtained. When 
such conditions are forced upon farmers and they are obliged to 
deliver their cream every day to the creamery, often many will 
refuse to patronize the creamery. We found in our investigation 
that the distance the farmer lives from the creamery and the 
amount of cream he produces are the two economic factors which 
largely determine the frequency of delivery and when it is profit- 
able for a farmer to market his cream to a creamery. In some 
‘ases we found that the cost of the transportation of cream to the 
creamery amounted to as much as 37 per cent of the value of the 
cream itself. Now, when the farmer figures the cost of producing 
that butter fat on the farm and then considers that 37 per cent of 
the market value of the cream is the cost of the delivery to the 
creamery, we can readily understand why it is not economical for the — 
farmer to deliver his cream daily. We believe that by studies of © 
this character we will be able to present to the creameries and to the 
general public some very pertinent facts regarding economic rea- 
sons why they should give more consideration to the economy of | 
different methods of obtaining their cream supply. 
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Other investigations have been conducted for the. purpose of 
iscertaining the difference in price that creameries receive for the 
butter produced from various qualities or grades of cream, shipped 
to the larger markets. As a result of this and other studies which 
ave are conducting, we hope to be able to assist the creameries in 
establishing market grades for cream and in marketing butter. 
Following that butter to the markets, we have studied the facilities 
d cost of transportation and the conditions affecting the butter 
while in transit to market. The lake and rail is a system of trans- 
portation of butter via Duluth, where it is shipped to Buffalo under 
refrigeration by boat, and from Buffalo by rail to the eastern mar- 
kets. On one line of railroad in northwestern Minnesota, on which 
some 90 creameries are operated, it was estimated that a net saving in 
cost of transportation of $25,000 a year would be possible if these 
_ ereameries would avail themselves of the lower rates by the lake-and- 
rail route. In the butter markets we have studied the market distr1- 
_ bution of the butter. 
_ In the larger terminal markets, such as Chicago, New York, and 
some other cities, highly organized trade organizations, known as 
‘mercantile exchanges, have been formed by the wholesale dealers. 
‘These trade organizations, consisting of the wholesale receivers, 
have devised a system of butter inspection and standards of grades 
for butter. Creameries may be obliged to sell their butter according 
to the inspection system adopted in the markets by these organiza- 
tions. The butter inspector in each market is employed by the local 
organization, and inspections are made only when requested by some 
~ member of the trade organizations and by the inspectors employed by 
the trade organizations. 
It has been suggested and recommended that at the terminal 
markets or the large market centers official inspection should be 
provided by the Government, so that the creameries and the re- 
- eeivers may have this butter inspected according to a Government 
standard or grade which would be uniform for all the markets and 

impartial to all the interests. iia’ i 

During the past. year cooperative investigations have been ‘con- 
ducted by the Office of Markets and Rural Organization with the 
University of Wisconsin. These investigations were similar to those 
conducted in Minnesota. 

Surveys of the butter markets of the South were made last sum- 
mer. Upward of 90 per cent of the creamery butter consumed in 
the South is shipped in from northern markets. Many of the south- 
‘ern creameries need information about their home markets and how 
they may market their own butter in these markets. They need 1n- 
formation which will tell them how they may cooperate with one 
another in forming marketing associations and how they may market 
their butter independently or cooperatively in the South. 

Our investigations in marketing dairy products are not devoted 
to butter marketing alone, but also include the marketing of milk, 
cheese, and other forms of dairy products. There is a great demand 
upon our office now from various sections of the United States for 
assistance in perfecting organizations of milk producers. 

In New England and New York there are many farmers who are 
going out of the milk and dairy business because they find it to be un- 


| profitable. 
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Considering the situation there a moment and going back into th 
history of it, we find that in the larger cities health regulations have 
been established which have imposed conditions that make the estab: 
lishment of pasteurizing plants necessary. The establishment of 
such a plant requires considerable capital, and the operation of a_ 
central delivery system for the distribution of the milk to the con-— 
sumers in the city demands close attention to the details of the busi- 
ness. As a result of these conditions, many of the smaller dealers 
in larger cities were obliged to quit the business, and the milk-— 
distributing business has been centralized in a few milk companies. 
The milk-producing sections in New England now may sell to a cer- 
tain milk company which buys its milk along a certain railroad line, 
and at the stations where one company is buying other companies 
have remained out of the field, thus practically giving the first com-— 
pany a buying monopoly wherever it has established buying stations. 
The farmers complain that such conditions give each dealer a virtual 
monopoly. ‘They desire an investigation to be made of the local con-_ 
ditions which exist, in order to determine what they may do to better 
their conditions, and whether or not there are any other means 
whereby they may be able to obtain a larger net income for their milk. 

In a number of instances our office has been able to suggest to the : 
mill producers a form of organization whereby they may organize in — 
such a way that, when they are able to carry out the plans of organi- 
zation, they may cooperate with one another in the purchase of feed, 
thereby lessening the cost of the feed supply for the cows and — 
hence the cost of the milk produced. They may cooperate in secur- 
ing the services of veterinarians in the tuberculin testing of their 
dairy herds, and they may cooperate through a dairy marketing 
committee in obtaining a uniform price agreement with dealers who 
buy their products or a price agreement which is more equitable 
and just for the marketing of their milk on the basis of its market 
quality. 

There are other advantages of such an organization which may be 
beneficial, as, for instance, the improvement of their marketing 
methods and facilities. 

We have given some attention in our work to the matter of cheese 
marketing. We are familiar with the success of a cooperative SVS- 
tem in Sheboygan County, Wis., and of the organization of the 
cheese factories in the Tillamook Valley in Oregon. 

In the Middle West there are problems in the marketing of cream. 
The dairy industry in the Middle West has developed rapidly in the 
last few years, and a large number of centralizing creameries have 
been established. The farmers there, desiring to get a higer price 
for their cream and make dairying more profitable in that way, and 
by an improvement in the quality of their cream, have established 
cooperative cream marketing associations. Itis desirable thata study 
of the local conditions be made, including the form of organization 
that the farmers have used in these marketing organizations, the con- 
tracts which they have secured from the creameries to which they sell 
their cream, and the system of cream grading or rules which they em- 
ploy there in the improvement of the quality of their cream, so that 
the success of those associations may become generally known and 
of use to people in other sections of the United States. 
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There are other phases of dairy marketing which I might discuss, 
out possibly some of the members of the committee have some ques- 
tions to ask. 

7 The Cuarrman. I would like to ask this question. Does this work 
of your section In any way conflict with the work of the Diary Di- 
vision of the Bureau of Animal Industry % 

__ Mr. Ports. No, sir; we are cooperating in the closest way with the 
Dairy Division of the Bureau of Animal Industry. Their work in 
connection with the marketing of milk pertains to the matter of safe- 
guarding the public health, the efficient pasteurization of the milk 
in the plants, and the ordinances of the cities for the furtherance of 
health measures. In our work we take up the matter of marketing 
“and distribution of the milk from the standpoint of the costs in- 
‘curred in the different phases of the marketing process. We are 
not concerned with the health regulations of the cities or the sani- 
tary phases of milk production. 
~ The CHarrmMan. One line of work approaches the problem from 
the standpoint of health ? 
= Mr. Ports. Yes, sir; protection and safeguarding the public 
~ health. | | 

The Cuarman. And you approach it from the economic stand- 
point? 
~~ Mr. Porrs. From the economic standpoint, dealing with the cost of 
~ marketing and distribution. 

Mr. Havcen. Could not that work be done in one bureau? Is it 
“necessary to send two men to same point to study those conditions 4 
Mr. Branp. We do not send one and the Dairy Division of the 
Bureau of Animal Industry another to do the same work. 

Mr. Havucen. You send one and they send another ¢ 

Mr. Branp. If they do, those men do not do or attempt to do the 
_ work we are trying to do. We borrow men from them. We have 
_ done that repeatedly. When they wish information in regard to 
the markets we furnish that information. We work in the closest 
cooperation and harmony, and I think Mr. Rawl would say there is 
no duplication. 

Mr. Haucen. It seems to me that the work done by this gentle- 
man and Dr. Rawl are quite similar. You have had men in New 
York State and so has-Dr. Rawl, but you approach the subject from 
a different standpoint than Dr. Rawl. I was trying to find out 
whether the work could not be done by one man. 

Mr. Branp. That is a question of policy, and it seems to us, if you 
are going to develop an effective instrument for dealing with the 
marketing and distribution, that the fundamentals of that work 
should be handled by the particular division working on that sub- 
ject and not by another division. Otherwise there would be no rea- 
son for having an oflice of markets, it seems to me. 

It is possible to turn that kind of work over to other organizations 
and permit them to do ‘+t. We believe that the problems are all very 
closely related and that they are most effectively dealt with and will 
be, in the end, solved sooner and better if they are dealt with from 
the standpoint of marketing and distribution rather than from the 
standpoint of production, which represents two different points of 


view and two different points of approach. 
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Mr. Haucen. Undoubtedly the Office of Markets is doing a good 
work, and I am not criticizing its work. But if we could save a few 
hundred thousand dollars here and there, that may not seem much 
to you gentlemen, but it does to the farmer and the average business 


man. ‘l’o anyone who has the enormous resources of the Government. 


back of him, a few hundred thousand dollars does not look very big, 
but it does look big to an individual outside. If you can cut off a few 
hundred thousand here and there by doing away with a good deal of 





a T., 


waste and duplication I believe it should be done. If it 1s necessary, © 


let us have duplication, but it seems to me in many Instances we 
might eliminate a good deal of it. | 

Mr. Branp. As far as the wasting of the money is concerned, we 
exercise the very closest supervision and scrutiny. We do not allow 
any money to be wasted, and I think some of my men sometimes feel 
we are almost niggardly in our support of some of the propositions 


they bring to light. We are trying to get our full money value for — 


every dollar we spend. 

Mr. Havucrn. I am not questioning the integrity of this branch of 
the Government in its wasting money. 

Mr. Brann. I did not so understand you. 

Mr. Havcen. I have not questioned the integrity of any man in 
the department, but I feel it my duty, if I can call attention to certain 
things that I think can be improved upon, to do so, and I do not hesi- 
tate to do it. You people are enthusiastic over your projects. If 
you were not, you would not be entitled to the confidence of this 
committee. But you will make mistakes—you have made them. 
You have enthusiasm in your work. If you did not have it, you 
ought not be in the Government service. “But if we can point out 
wisre we think improvement can be made and a few hundred 
thousand dollars saved here and there, I think it is our duty to do 
it. A business man with a good deal of experience said not long 
ago that $300,000,000 could be saved in Government expenses. I 
think there is just as much waste of money in this department as 
anywhere else. I think there is duplication of work that could be 
avoided, and that is what I have been trying to get at. We do not 
expect you to abandon any worthy project. You are honest in the 
carrying out of your projects, we give you credit for that and admire 
you for it. : 

The Cuairman. I think Mr. Haugen is entirely right; and, if these 
gentlemen can find any point where they can reduce the appropria- 
ation or combine appropriations and still get as efficient service as 
possible, they ought to do it, and the committee ought to try to 
do it. 

I think it is not unfair to say, however, that the gentleman who 
made the remark that he could save $300,000,000 in the conduct of 
this Government was in the Government service about 30 years as a 
Congressman and a Senator, and he made that statement in the last 
years of his public life. It shows how hard it is to guard against the 
spending of the public’s money. 

Mr. Havcen. It was Senator Aldrich who said that. 

The Cuarrman. He did not bring about any saving himself. 

Mr. Havucen. We know that governmental affairs are not con- 
ducted by business men or methods, and I take it they never will be. 
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However, if we could make a little start in that direction, if this com- 
mittee could save a million dollars—and how easy it would be to 
‘save five—we would render valuable service. ' 

The Cuamman. We are in sympathy with Mr. Haugen’s idea on 
that; and if we can find any place where we can make a saving, this 
ommittee will take it up; and I believe we would have the cooper- 
ation of the department. 

_ Mr. Branp. The cotton-warehousing item can be presented very 
briefly by Mr. Nixon. 

The Cuamman. We will be glad to hear Mr. Nixon. 


‘STATEMENT OF MR. RB. L. NIXON, IN CHARGE OF COTTON WARE- 
' HOUSING INVESTIGATIONS, OFFICE 0F MARKETS AND RURAL 


ORGANIZATION. 


Mr. Nixon. Mr. Chairman, in the cotton warehousing investiga- 
ions we started with a survey of the storage situation in the South. 
When the work was undertaken I did not know what to expect, from 
the experience I had had. I knew that warehousing varied greatly 
"in different sections of the country. We first made a survey of the 
‘situation, and I think it would be advisable to give a few of the 
results of that survey. 
_ We would naturally suppose, in the first place, that the cotton 
“warehouses would be located in the counties where most of the cotton 
is produced. As a matter of fact, that is not the case. The dis- 
“tribution of the warehouses does not correspond to the distribution 
of production. 
- It was supposed when we started that the aggregate storage 
capacity of the warehouses now in use was not equal to more than 
a small percentage of the annual production of cotton. We found 
that this was not true, for the storage capacity almost equals the 
E annual production. 
Another interesting conclusion at which we arrived was that as a 

general proposition cotton is not stored in order to protect it from 
~ damage—that is, from excessive moisture and other climatic condl1- 
-tions—but in many instances it is stored to enable the owners to 
borrow money on it. The banks generally will not advance money 
"on cotton unless it is stored and insured. This makes it necessary 
~ for those who hold cotton to place it in the warehouse in order to 

obtain loans. 
[think that there would be few warehouses in a number of States 
if it were possible to obtain loans on unprotected cotton on the 
same conditions that apply in the case of stored cotton. _ 

With the general standards for warehouses recognized by the 
“underwriters. the insurance rate is much lower than it is in a case 
where the standards are not followed. Notwithstanding this fact, 
there are comparatively few warehouses that conform to these stand- 
ards. That means that in most instances the people are paying much 
‘more insurance than is necessary. We find in a good many places 
cotton is insured at 25 cents per annum on $100 and in some Instances 
as low as 10 cents on $100 in value. 

The Cuamman. How much would that be a bale? 
Mr. Nixon. That would be 5 cents a bale. 
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In many instances it 1s necessary to pay $2, and frequently $3, $4 
and even $5 per annum is paid for storage. The rate is based 
$100 of valuation. 2. 

We can get a concrete illustration of the difference by citing 
number of instances in Texas, where it is necessary for the owners 
of cotton to pay 15 cents a month per bale—that is, in the smaller 
places. In some of the larger warehouses where there is proper 
fire protection it is pessible to insure a bale of cotton for 5 cents a 
year. ‘This item makes a big difference in the cost of handling cotton 

The CrarrMan. Are you corect on the proposition that you can 
store cotton and insure it for 5 cents a bale? 

Mr. Nixon. I do not mean that that would pay the cost of storage. 
That would pay the cost of insurance. In many instances the cost of | 
insurance is paid by the warehouse company, but in many othe 
instances the warehouse company does not carry any insurance on 
the cotton stored. 

The Caarman. What would be the storage charges per bale? | 

Mr. Nixon. That varies as much as the cost of insurance. I should 
say about 40 or 50 cents for the first month, and 20 to 25 cents for 
each succeeding month. That is an average. It is less than that in 
many instances and more than that in many other instances. | 

Our work along these lines has shown very definitely that a stand- 
ard uniform warehouse receipt is one of the greatest necessities, 
Many conferences with bankers who make a practice of lending 
money on cotton show that the uniform receipt is very desirable. 
Fortunately, over 30 of the States have a uniform warehouse receipt, 
but in order to encourage that work as far as possible it is our inten- 
tion during the next year, acting in cooperation with a number of 
warehouses in different sections of the cotton-producing States, to 
show them the advantages of the uniform receipt, and also in coop- — 
eration with Mr. Taylor in the demonstration of cotton standards to — 
show the value of the grading of cotton, and to show what additional _ 
value the reecipt will have when the correct grade is stated on the 
uniform receipt. 4 

We have just made a small beginning in that line of work this — 
year. We feel that it is very promising and hope to make several ; 
demonstrations during the coming year. - 

In very close connection with that line of work, we hope to follow 
up the work of Mr. Kerr and in cooperation with him devise a stand- 
ardized system of accounts to be used by the warehouses. This work _ 
is not very necessary for the large warehouses, because they have — 
their business well systematized, and they can get along very well © 
without any assistance. But there are a large number of small ware- 
houses in the producing areas with no system of accounts at all. In : 
some of the towns you could not recognize the receipt for a bale of 
cotton unless you happened to be familiar with the form used. 

Another line of work in which we have made a small beginning 
is to determine. the feasibility and advisability of gin sampling. It 
is universally recognized that there is great waste from excessive 
sampling of cotton. The bale is frequently sampled many times 
from the time it leaves the producer until it reaches the consumer. 

In Texas there is in force a law which requires the ginner to take 
samples from the bale of cotton before the covering is placed on it. 
Many of the cotton men claim that it js impossible to grade the 
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‘cotton satisfactorily from these samples. There are other people 
however, who contend that it is entirely practicable, and some of 
‘them do grade in that way. But the ein sample is not universally 
or even generally accepted. | 
~ Our work in Texas leads us to believe that there are interesting 
possibilities along this line, and we are particularly anxious, in Co. 
operation with Mr. Taylor, to make a thorough study of the practi- 
ability of grading by gin samples, which would eliminate much of 
he waste that results from present practices. | 
Another line of work I am particularly anxious to follow during 
the next year is to make a number of tests to determine the actual 
“yalue derived from the storage of cotton. This work will require a 
“number of experiments with cotton that has been properly stored 
and with cotton that has been subjected to adverse climatic con- 
ditions. 
_ The annual loss from improper handling of cotton has been esti- 
mated at from $30,000,000 to $75,000,000. I do not believe any per- 
son is in a position to say what the average loss per bale is. and it 
seems to me that a number of tests should be made to determine 
the loss in actual value now sustained by cotton as a result of inade- 
quate protection. 

That completes what I have to say. 

The CuarrmMan. We will take a recess until 4 o’clock. 
(Thereupon, at 2 o’clock p. m., the committee took a recess until 

4 o’clock p. m.) 


AFTER RECESS. 


At the expiration of the recess the committee reconvened. 

The CrairMan. In the absence of Dr. Brand, whose engagement 
at the Trade Commission has detained him, I would like to ask Dr. 
. Sherman to take up item 40, “ For collecting and distributing, by 
: telegraph, mail, and otherwise, timely information on the supply, 
~ commercial movement, disposition, and market prices of fruits and 
— vegetables.” 

I will ask you, Dr. Sherman, to give the committee some idea 
~ of what you propose to do under this item, with respect to your own 


work. 


3 STATEMENT OF MR. WELLS A. SHERMAN, IN CHARGE OF MARKET 
SURVEYS, METHODS, AND COSTS, OFFICE OF MARKETS AND 


RURAL ORGANIZATION. 


Mr. Suerman. Mr. Chairman, as you know, this item grows out 
of the market-survey project—that is, the item of market surveys, 
methods, and costs, for which there was allotted about $50,000 this 
year. That item has been reduced to $35,000 under miscellaneous 
items, which we have been over before, a lump-sum reduction of 
$14,000; and this new item has been inserted to cover this particular 
activity, which has been developed to the point where the committee 
must decide whether we are to inaugurate a constructive and per- 
manent piece of work or whether we shall pass it by merely on the 
‘strength of the information that we have obtained, with the mere 
statement in the record as to the practicability of such a project. 
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I presume the committee will remember that this matter has beer 
under discussion in one phase or another for some five years. J] 
think as long ago as five years there was some discussion about 
the feasibility of creating a division of markets in the Bureau of 
Statistics, as it then was, and the question has always been as to 
the practicability of furnishing to the producers and shippers of 
perishable products information which would be comparable to tha b 
which is furnished through the regular machinery of the Govern- 
ment, which has been in operation a long time on the staple crops, 
such as cotton, grain, live stock, ete. & 

It has been understood from the beginning that a service carried | 
on by mail and by voluntary reports would not answer this pur- | 
pose—it was too slow. In the discussion, the feasibility of the thing 
was considered and the possibility of securing telegraphic reports 
from the markets to be consolidated in W ashington and redistrib- | 
uted, with such machinery as might be determined upon, to the ship- | 
ping areas for perishable products. A great many objections were | 
made and fears were entertained that that would only exaggerate | 
the undesirable conditions which existed, in that people would ship 
by the wholesale to those markets which happened to quote the | 
higher prices at the moment, which would simply result in shifting 
the glut from one point to another, and that the department would 
reap a great harvest of criticism. ; 

So, as you know, that proposition has been discussed and rather t 
side-stepped until within a year. About a year ago we took this — 
matter up. I was not present at the hearings, but Mr. Brand dis-_ 
cussed with your committee the propriety of putting several thousand 
dollars into an experiment to demonstrate the practicability of han- 
dling that sort of a service. We think we have made that demonstra- 
tion, and we are now suggesting that the committee make this appro- 
priation to put this work definitely on its feet. 

I would not have the committee misled as to what this means. It 
means, we think (you may make all the allowance you see fit for my 
enthusiasm), the beginning of a service which once instituted on this 
scale, will never be withdrawn. I think after a year or two there will 
be no more consideration of discontinuing this service than there is 
of discontinuing the regular crop reporting service of the Bureau of 
Crop Estimates, or discontinuing the weather service. Of course, it 
will never be as large a service, nor a service involving as much 
money or as many pecple as the weather service; but in talking to 
people cut in the field we find they are more inclined to compare it 
with the weather service than with anything else. 

In the first place, Mr. Chairman, there is no reliable information 
concerning the quantity of perishable products nor concerning the 
movements of those products, and such reports as we have do not 
emanate from reliable sources. There are no official boards of trade 
dealing with these perishable products that publish reliable statistics. j 

Some of us know how the newspaper figures on prices are secured, ‘ 
and I might say right here that one of the most substantial com- 
pliments that has been paid this service this year was the effort made 
‘by one of the great commercial papers in one of our largest cities to 
hire away from us, at the conclusion of our service last fall, the repre- 
sentative that we had in that market, because he had been able to get 
a better line on the market than their own representative could. We 
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think when the trade comes after us to get our men that we are get- 
‘ing somewhere. i 

~ Mr. Heicrsen. It indicates that the service is worth while and that 
the men are up to their jobs. Is this the same service that has been 
promulgated by the fruit associations of the Pacific coast ? 

bg Mr. SuERMAN. The fruit associations have been able to do some of 
‘this work for themselves. Of course, their association does it for its 
‘own benefit and the benefit of its own members, and does not pub- 


ish its information. The citrus people, of course, have a peculiar 

roblem. ‘They have an all-the-year-round problem for their mar- 

eting association, and they have to keep in operation all the season, 

‘because they have something to sell continuously. Their situation is 
different from that of any other body of producers of perishable 

_ products. 

~ The Cramman. Does that account in large measure for the suc- 

_ cess of that organization ! 

_ Mr. Suerman. I think so. 

ee Mr. Rusey. Have you any way of ascertaining what it costs that 

association to carry on its work along the line of use of the tele- 


Ne g 


_ Mr. Suerman. The statement has been made that it costs that as- 
sociation between $60,000 and $70,000 a year for its telegraphic tolls 
alone, and the statement frequently goes out that that is the cost of 
_ their news service. In conference with Mr. Powell in his office, how- 
~ ever, I learned that that represents their telegraphic cost—the cost of 
_ the telegrams that would come to them anyway in large measure in re- 
_ porting their sales. That is to say, when a carload of oranges is sold 
by cne of their representatives in any of the larger markets, a tele- 
gram comes back immediately saying what that car sold for, and 
that is the greater part of the market information which they dis- 
tribute to their members. They would have to pay for those tele- 
grains anyway, in order to keep track of their business. So that it 1s 
not strictly correct to say that they pay $60,000 or $70,000 a year for 
their information service; but they have a telegraphic expense of 
$60,000 or $70,000 in connection with their regular business, which 
gives them this news. 

Mr. Hercesex. Do you intend that this shall take the place of 
their service, and to include them with the rest of the country ? 

Mr. Suerman. Thus far we have not touched the citrus fruits at 
all, and do not contemplate doing anything with the citrus fruits 
during this coming year. 

Mr. Hecesen. I am speaking of the time when you finally get 
this perfected. Do you then intend to have it cover the whole coun- 
try and to take the place of the service of the Citrus Fruit Growers’ 
Association 4 

Mr. Suerman. If it were a perfected service, and if it were ex- 
tended to cover all the perishable fruits and vegetables, there is no 
doubt we could render the California fruit growers a better service 
than they are getting through their own service to-day. 


Mr. Ruvey. Mr. Chairman, | think your question during the in- 


formal discussion ought to go into the record to the effect that Mr. 


Powell left the department because he could get a very much in- 
creased salary. I think that part of it might well go into the record. 


| 
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The Cuarrman. The point I wanted to bring out with the que 
tion was that the news service to the citrus interests is considered s 
valuable by that interest that they are enabled through the profi 


of the service to pay this very large salary to their managing director. 


That is the point I wanted to bring out. j 
Mr. Surrman. That point is very well made. There is no doubt 
about that. | 
The Cruairman. Go ahead, Mr. Sherman. 
Mr. SuerMan. It is very difficult to say just how much money we 
have put into this proposition this past season. As Mr. White ex- 
plained to you, the transportation section has spent a good deal of 


its time in helping us to make our arrangements with the railroads, 


Our men have worked a part of the time on this market news work, 
and a part of the time they have worked on other problems in con- 


nection with the general market survey; and it is very difficult to 


draw that line. But I should say that we have spent on this work, in 
the total investment of energy, something like $40,000. 

If it is to go on, it should begin by the first of April. We should 
man our markets and should begin to do some work by the 1st of 
April. It is not a proposition, of course, which runs by the fiscal 
year; that is to say, the new fiscal year catches us Just at the crest 
of this work. We are carrying just about our peak load on the Ist 
of July. A number of perishable crops are moving and require tele- 
graphic service, and we are reporting in the latter half of June about 
as many crops as at any other period of the year. 

Mr. Heicxsen. Just what do you do in that service ? 

Mr. Suerman. I will explain to you just what is necessary. I will 
give you an outline. We promised Mr. Haugen that at this point he 
should know just exactly what the valuable service is that the rail- 
roads render and who gets the benefit of it. I presume we shall have 
to go over that again 1f Mr. Haugen comes in. In the first place, if 
we are going to have any news to give out, we must collect it, and 
you must have a certain amount of machinery for that purpose. It is 
necessary, if we are to have disinterested reports from the markets, 
and reliable reports that will command the respect of the trade, that 
we have our own representatives in the market. 

I want to say right here that these estimates do not contemplate 
the complete manning of all important markets with our own repre- 
sentatives this year. That would call for an amount of money which 
we do not think proper to ask for until the second year’s estimate for 
this work. But eventually we shall have to have our own repre- 
sentatives in at least 25 or 30 of the principal markets in the country, 
and more than half of that number will have to be all-the-year-round 
offices if this is made a complete service for fruits and vegetables. 
Perhaps in half that number we can get along with a service of 
six or eight months. 

That gives us a force of men from whom we can get the information 
to assemble in Washington to give the producer a correct line on 
prices. 

In order that we may get from the commission merchants fair 
treatment-—in order that we may have sympathetic cooperation in 
the markets and not degenerate into a detective agency—we must have 
something to give the trade in these markets. The trade in Chicago 
knows pretty well what is going on in New York, Buffalo, and the 
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other big markets, but the trade in Chicago, New York, and all the 
other cities is vitally interested in knowing of the crop movement. 
Phey have never had any reliable report of crop movement of perish- 

ables until this last season; our reports were not complete, but they 

were the most nearly complete that had ever been made. . 

9 We have arranged with the railroad companies, as Mr. White 
explained to you, covering the greater part of the mileage of the 

United States, for telegraphic reports such as they furnished us last 

‘year. In fact, we found that every road from whom we required the 
information gave it. They agreed to give us every night, through 
their district superintendent or other officers having the information, 

‘a night telegram, which comes to us at Government rates, giving the 

“movement of perishable products, by commodities and by destinations, 

s originated on their lines during the preceding 24 hours. The 

“express companies do the same thing. 

_ Last year, as you know, we followed only four crops—strawberries, 

“table tomatoes, cantaloupes, and peaches. We did not attempt to go 

' into the less-carload movement last year. 

That means that we open our office at half past 7 in the morning, 

instead of 9, as most offices open. We have our telegraphic installa- 
tion right in our own rooms. We have our own telegraphers there, 
and for outgomg messages we get direct service to the markets with- 
out any relay in Washington. 

- Jt means, as I said, that at half past 7 in the morning our 
telegraphers begin to take business off the wires. At the same time 
a sufficient number of clerks report to begin the tabulation of this 
telegraphic news by States and by different shipping areas as they 
are received. We always have a sufficient force of telegraphers, so 
that before 9 o'clock we have cleaned up the Washington telegraph 
offices. The night letters have all been transmitted to us; they have 

all been run off, making several copies on the typewriter, and have 
been distributed to the clerks who are to work on them. Each tele- 
gram, of course, gives the quantity of peaches, cantaloupes, and all 
the other commodities moving. The number of cars of each of these 
commodities has to be tabulated separately. 

_ Then, by a few minutes after 9 we are ready to put that informa- 
tion on the wires, and just about 9 o'clock we begin sending it to 
every market in the country where we have a representative. We 
~ send it to our own man and he distributes it. Where we have no 

_ representative we send it to anybody sufficiently interested to pay the 

tolls. Of course, we can not distribute that information to indi- 

viduals at Government rates; they have to pay regular rates on those 
telegrams if they get the information direct from us. 

We send that information to anybody who wants hit te three 
public property the minute we have it tabulated. The newspapers 
can get it; anybody can get it who puts his name and address on 
record with us, by means either of collect day letter or by the direct 
message. 

We manned these markets with temporary employees, by assigning 
a few of our men to some of the larger markets, and by various 
methods, which I will explain to the committee in detail. The scheme 
is that our men in the markets shall be out just as early as it 1s pos- 
sible to get the run of wholesale prices. In some cities that means 
8 o'clock a.m. In other cities it is as late as 8 or 9 o’clock before the 
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market settles down. Our men also call up the railroad officers ans 
get the record from the team tracks as to the exact number of cars 0: 
these specific commodities unloaded. | ; : 

By 10 or 11 o’clock in the morning in Washington these telegra ns 
are coming in from the markets. By the time we have sent out the | 
wire giving the information from the shipping districts, which we | 
get from the railroads, our information is coming in from the cities, | 
That, of course, is in considerable detail; and it is sent to us at Goy- 
ernment rates, but not night-letter rates. The Government night ra a | 
is just a little cheaper than the day rate. For our market reports | 
we are developing a code, which, after we inaugurated it last summer, 
saved us about 25 per cent on our telegraph bills. We are going to 
develop that code a little further this year, so that we can pretty | 
nearly double the amount of information that can be sent. We can 
probably handle at least six or seven crops for the same amount of 
telegraphic expense that we could handle four crops for last summer. 

Those messages from the markets are received by 10 o'clock in 
the morning; by that time we should have all of them in. 

I might say here that eventually, if this service is to be as prompt 
as it should be, we will have to have Pacific coast headquarters. We 
can not assemble all this information in Washington for release at 
a special hour, because of the difference in time, but we can get 
the markets as far west as Omaha and Kansas City reported to us 
so that we can assemble, digest them, and have that information con- 
solidated into big blanket wires ready to release at half past 11 in 
the forenoon. | 

That information, then, is wired to anybody whom we have repre-_ 
senting us in the producing sections, for free distribution within the 
territory that is within his reach. This information is wired in whole | 
or in part to any shipper who wants it; the information from the : 
specific markets that he wants, the specific products that he wants 
in whole or in part. We were able to do that last year, because 
this was not so widely advertised as to overwhelm us with orders. 
I am not certain that we could do that eventually. We would prob- | 
ably have to furnish certain fixed messages, giving the quotations © 
for certain commodities and certain markets, and the man would ~ 
have to take this message or that message or this other message, be- 
cause of the clerical labor involved in making up so many different 
telegrams and the practical difficulty of getting them all out over a 
limited number of wires within the required time. 

The Cuarrman. Did you consider the proposition of confining 
this information for the producers to such producers as have organ- 
ized themselves into selling associations? ) 

Mr. Suerman. That would be a matter of policy that I think the 
committee or perhaps Congress should lay down for us. My own 
feeling has always been that any information that the Government 
made public would have to be absolutely public. 

The Crarrman. I have two ideas involved in that question. I 
have not settled it in my own mind. One is that it would be very 
much less expensive, in the first place, but, more important than that, 
it would tend to create a spirit of cooperation and organization 
among producers, which is a very important matter in the economic 
distribution of farm products. 
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_ Mr. Suerman. There is no doubt that the individual, small pro- 
‘ducer is not in position to make the best use of this information, 
“The man who can make the best use of the information is the man 
_ who controls carload quantities and who also controls numerous ship- 
“ments and can put them where they ought to be put. 

The Curran. I have another idea in my mind on this proposi- 
“tion, and that is that these telegrams and information might be dis- 
seminated very widely through a given territory through the county 
agent. 

~ Mr. Suerman. Yes, sir. ’ 

~ The Craimman. Have you studied that phase of it ¢ 

~ Mr. Suerman. Yes, sir. We had a county agent in the western 
part of New York who distributed to that fruit section, at least 
within his own county. We had one or two county agents on the 
eastern shore of Maryland and Delaware. I am not certain as to the 
exact place; possibly both were in Delaware, and I believe one in 
New Jersey. We also sent it for a short time to one of the county 
agents down in the strawberry district of the Carolinas. 

Mr. Howext. What is to prevent you sending out that information 
through the Associated Press? 

* Mr. Suerman. They are welcome to all of it that they will use; 
but the Associated Press did not use very much of it last year, be- 
cause it dealt with minor products, and the Associated Press would 
not give space to it. 

~- Mr. Howe t. I recall that the Weather Bureau has, through negoti- 
ation with county and local papers, been able to circulate their infor- 
_ mation without any cost. 

Mr. Suermayn. And a good many local papers used this informa- 
- tion last year in certain areas. 

| ‘The Cuairman. I think the suggestion of Mr. Howell is worthy of 
your consideration. 

_ Mr. Suerman. It is. 

+The Cuarrman. And I have an idea, when your service builds up 


as the Weather Bureau has built up, that probably the press will 
_ take to it as kindly as they do to that service. 

Mr. Howe tt. I should think it very important information. 

Mr. Heucrsen. It would be free information over the wires to the 
newspapers, or I doubt if they will ever carry it. ; 

The CuarrMANn. The weather reports are a more general proposi- 
tion, but the newspapers have got to run very largely according to 
the demands of the public. “a, 

Mr. Suerman. I think certain newspapers will carry this informa- 
tion for certain periods when certain products are of great 1mpor- 

tance to their subscribers. One of the papers in New Jersey paid 
for daily service. They told us which markets they were interested 
in, we made up a special wire, and they paid for it. 

It is diverging just a little bit from the story, but one of the pos- 
sibilities is this: One of the important daily papers of Chicago gave 
very generous space to this information for weeks when we were re- 
porting the strawberry movément, and they went so far as to say to 
our representative in Chicago that “ whenever the Department of 
Agriculture is ready to take a certain space in our paper and tell the 
consumers at Chicago what they ought to know about the food sup- 
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ply—what is coming in, where it is coming from, what the quality 
is, When prices are the lowest; in short, the market information that 
they ought to have—we are ready to set aside the space for your 
use.” ‘Thus, a leading Chicago newspaper gave us an opportunity 
for service which we were not ready to accept. 
Mr. Heuersen. Is it your policy to tell the consumers when the 
price will be the lowest or to tell the producer when the price is” 
going to be the highest? $ 
Mr. SuerMan. Our policy is to publish the facts; that is all. : 
A good many times during these hearings we have been asked, 
“What do you do in that case?” The committee must not for-— 
get that we have not been authorized to do a thing but secure informa-— 
tion and make it public; we have not been commissioned to formulate — 
a policy, but only to get at the facts. ¥ 
Mr. Howexu. As far as your experience goes, whom have you 
found most anxious to get this information—the producers or the — 
commission men in the great cities? +7) oe 
Mr. SuermMan. That will be a hard question to answer. Our men 
have been received with open arms at both ends of the line. There — 
has been only one important city in which we have found an at-~ 
titude of indifference—rather marked indifference—on the part of all : 
the commission men; and we have had just one letter in the whole — 
season from a man, who pretended to represent the growers, whe said ~ 
that in his particular case we had done him an injury—just one ~ 
letter, against a hundred or more I could put before you on the other — 
side. 


Mr. Heicrsen. I was wondering whether it was going to be run — 
along the line of the Citrus Fruit Growers’ Association, because, as I — 
understand it, they have a headquarters and every man who ships a 
carload of citrus fruit notifies the office that he has shipped to a cer- 
tain point; and the manager has the authority, if he finds that carload — 
is going to a place where the market is glutted, to deliberately switch 
it to another market. 

Mr. Suerman. I do not think the central association has such 
power. 

Mr. Branp. The central association does not have the power to 
control shipments or prices. Under the antitrust law they must be 
controlled by the primary organization, which is one of the 113 
which are united,in the subcentrals or district exchanges and finally 
into the exchange which controls the distribution of information. 

Mr. Heuersen. Who distributes such information ? 

Mr. Branp. The information is communicated back to the local 
sssociation, and the local association manager directs what he wishes 
to do. : 

Mr. Heucrsen. Are you going to plan this thing along similar lines 
so that, if I shipped a carload of vegetables or fruit to a certain 
market, you would tell me to-morrow morning that my car is going © 
to a glutted market, and I could have it shipped to some other point — 
where there is less fruit ? * 

Mr. SierMAN. There are often a great many cars of peaches re- 
ported shipped from a single State, and the destinations are given to 
us by the railroads. You will understand, of course, those destina- 
tions will be very much modified by subsequent diversions. It is 
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practically impossible for us to keep track of all the diversions that 
are made, so that we here in Washington could tell just how many 
ears would arrive in each city the next morning, because, 1f you are 
going to report in detail the movement of cars, you must report not 
merely the number and where destined but the initials and number 
0 each car—for instance, A. T. & S. F., No. 678910, to Milwaukee. 
Every time you report a diversion you must report the full name 
and number. Of course, our telegrams would reach into hundreds 
‘and thousands of dollars if we attempted to do that. It 1s almost 
impracticable. 

_ We can, however, put our men at the gateways—the diversion 
‘points which are well recognized—and get the distribution from 
‘those points. For instance, in the reports of shipments from down 
e Atlantic coast you will find a very large proportion consigned 
(o Potomac Yards. We call up the Potomac Yards and get the 
shipments out of the yards, and then we can tell you whether the 
‘commodities are going to Pittsburgh, to Buffalo, or to Boston. 

_ Mr. Hetersen. This brings us to a cooperative concern, as Chair- 
Man Lever says. They would also have an organization and at the 
head of that organization would have some one who knows how 
“many cars per day can be consumed in each of the cities shipped to, 
“and if they find more than a normal amount going to a place they 
will switch it and divert it to some other market. If they shipped 
“Gt to an individual owner or furnished information to an individual 
“owner, it would be almost impossible for him to have in mind the 
“consumption in all the various cities of the country, and, unless he 
\knows that a certain number of cars going to a certain city will 
overstock that market, the information will be of no value to him. 
There has got to be something else to show him that, if the car goes 
“where shipped out, it is going into a glutted market; and if it does not 
accomplish that it is of no benefit to him. 

Mr. Suermay. In other words, you think that if this information 
is to be of any benefit we must have, first, the measure of the con- 
“suming capacity of the different markets ? 

- Mr. Heucrsen. Yes. 

_ The Crarrman. And that leads me to inquire just what infor- 
“mation you are going to furnish the producer or the selling asso- 
ciation each morning. First of ‘all, I take it that it will be neces- 
sary for you to furnish the consumption in the market to which he 
ordinarily sells; and, second, the movement of cars in that direction. 
TI want to get your view of that. Just what information in detail 
‘would you furnish the producer and the selling association? 

_ Mr. Surrman. We would furnish him a statement of the number 
of cars. That is all we have provided for thus far—to furnish a 
statement of the number of cars from every producing district dur- 
ing the preceding 24 hours, with their destination, and to furnish 
him with the number of cars received at every market where we are 
represented, with the prices at which they are selling. In addition 
to that, we can furnish him with a certain amount of information as 
to the number of cars which have been diverted from a number of the 
important gateways. For instance, a large number of western can- 
taloupes are consigned to Kansas City and to El Paso for diversion. 
Tt is not known what the final destination will be, but we can get 
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the diversion, which with reference to the Southeast can, in large 
measure, be obtained from the Potomac Yards and will tell with 
approximate accuracy which northern markets they will reach. The 
next morning we say so many cars of western cantaloupes have been 
diverted to Chicago, New York, Philadelphia, and Buffalo from ET 
Paso, Kansas City, or other diversion points. 7 

Mr. Hexcrsen. All of which is good as far as it goes. However, 
daily, weekly, or semiweekly advice should be furnished to the in- 
dividual preducer who wants the information of the consuming _ 
capacity of the various cities to which these commodities are shipped. 
Then he has something he can compute with and be guided by. : 

Mr. SuermMan. Five years from now we can do that. We have 
made our first investigation this year. There has not been one inves- 
tigation that would show how many cars of any one of these perish-" 
able commodities any city consumes. Mr. Brand told you, in dis-~ 
cussing the market-survey item, that we had discovered this year” 
where St. Louis consumes less than 2 quarts (1.3 quarts) of straw- 
berries per capita; Boston consumes 10. . : § 

Mr. Hetcrsen. You take, for instance, going as far west as where 
I live in North Dakota, Grand Forks and Fargo are the two gate- 
way cities of the State. Those cities themselves can not consume 
their entire receipts, but it is an outlet to the actual consumers in all” 
the villages of enormous amounts of fruit. 

Mr. SHERMAN. Yes. 

Mr. Heucrsen. You ought to know how many cars those cities can 
take care of and distribute each day, because that is what makes the 
market. If those cities get more than their customers can handle, © 
all over the State, there is a glut. 3 


Mr. Suerman. Absolutely. 
Mr. Heucrsen. And this proposition, it seems to me, would not 
be very difficult to handle. ; 


Mr. SuHerMAN. This is just the difficulty: We can get that if we 
will put a man in the office of the railroad company, and every rail- © 
road company has opened its offices and its books to us so far. We 
have done that thing in 20 of the largest cities of the country after 
we got these very interesting figures from Chicago and Kansas City 
last year. During the past two months we have had four or -five 
men on the road doing that, going to the books and getting the actual 
number of carloads unloaded in these cities. I presume any of the 
roads have records which we could dig into, and by putting a man 
on them we could go back and get the number of unloads for a period 
of years. We can also get the number of cars diverted out. But it 
has never been compiled in that form. 

Mr. Hercrsen. I do not think that would be the best information. 
You take it in these cities I speak of, which are just samples of hun- 
dreds of others in the United States. 

Mr. SHERMAN. Yes. 4 

Mr. Hencrsen. The commission men know now and can tell you | 
in a very short time how many carloads of fruit they handled — 
every day last year. They will handle practically the same amount 
next year. It may vary a little. They do not unload them always, 
because they have points at which they will ship a carload to be 
distributed a little farther away. They do that because it is the 
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e onomical way. Yet they can tell you how many cars and where 
consumed every day. 

- If you will look at last year’s record, it will not vary much. So 
you have a pretty good average, and I do not think you ought to 
Ww alt five years to give any such information as that, because if you 
x fame get it the rest of your work is going to lose a great deal of 
value. 
- The Cuarreman. You are investigating it in 20 cities now ? 
_ Mr. Suerman. We have that for these four products. 
_ The Cuatrman. It seems to me that Mr. Helgesen’s idea is cor- 
‘rect. Of course, I think the committee recognizes the fact that it 
would be almost impossible to get the consuming capacity of every 
small town; but there are certain distributing points, like the Po- 
‘tomac Yards, for instance, for a great territory here, or like St. Louis, 
for a great territory in the West and Middle West. It does not seem 
‘to me it would be a very great task. It may bea big task, but not 
too great for this Government to undertake, to find out the consum- 
‘ing capacity of these distributing points, and if that information was 
brought back to the producer, in addition to the other information 
that you have mentioned, it seems to me you are working along 
‘pretty good lines. 
_ Mr. Hercesen. And it seems to me that 1s information they could 
furnish when the season starts and put it in circulation by mail. 
Then when he should get the other information, taking the chart, 
‘he would say: “Last year this city consumed 15 cars; 30 cars are 
going there this year,” and he immediately has something on which 
“to base his action; but if he does not know anything about the con- 
“sumption it is meaningless. 
4 The Cuairman. That is perfectly correct. 

Mr. Howerz. It seems to me the whole system needs correcting. It 

is too much of an imposition upon the producer to ask him to take 
‘all the risks incident to the production of the commodity and then 
_ impose upon him all the risks incident to the marketing of it. Is it 
not possible or practicable to devise a system so that these perishable 
é eens will be bought by the men who are to distribute them, and 
Jet them take their own chances on the market ? 
_ Mr. Suerman. This is opening up a very far-reaching question 
and one which does not deal with the particular purpose of our item. 
. Mr. Hower. It isa condition by which the seller could dispose of 
his product at the time of shipment and be done with it, and, if that 
— could be brought about, you will have accomplished a very great deal 
in the way of marketing. 

Mr. Braxp. Mr. Howell, we are studying the question of f. o. b. 
sales, the question of consignment, the question of selling at auction, 
and all of the various methods of sale. It is a system which has 
grown up through many, many years, and whatever change we bring 
about in it must be brought about very gradually. It can be brought 
about by the service we are able to render these people in the ways 
‘that Mr. Sherman is explaining. Assistance brought to people en- 
lists assistance on their part; get them lined up and they help us. 

Mr. Howeut. There are evils all along the line. 

Mr. Branp. We have found a great many evils. I am of the 
opinion that the commission man is quite as honest as other men, but 


he is under very much greater temptation. 
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Mr. Hercrsen. That is-a very diplomatic way of putting it. _ 

Mr. Branp. As a specific reply to Mr. Howell’s suggestion: Twe 
vears ago Utah had a very large peach crop. In ordinary years, © 
in years of small production, cash buyers come to the production see 
tions and take a large part of that product. The same is true of the 
Colorado territory, and it is true of the boxed-apple territory. , 

The next year the crop was exceedingly large and every one of” 
those cash buyers, who buy f. 0. b. production point, stayed at his: 
home in Chicago or elsewhere, the producers who were depending 
upon them being left in a very sad way. In other words, we nee 
a great many strings to our bow in order to move the crop. 

Mr. Howexn. Peaches were abundant. 

Mr. Branp. Fifty-five carloads went into St. Louis in one day, and 
practically all of them were dumped into the river. The Missouri 
Pacific Railroad, I have been told, is still trying to collect the freight. 

Mr. Hower. They would not have gone to St. Louis if it wer 
not for this commission system. 

Mr, Suerman. Let me just give you the general picture of this 
service. I did not quite finish describing the machinery. 

This service, to be effectual, should be manned so that we will 
have our own representatives in all of the important markets. We 
must have reports from all the common carriers. We must have our 
own representatives in the important shipping areas, one by one, as 
they come on the market, to take our information home to the man 
who needs it “most. Our information has been welcomed by the 
producer very largely in proportion as we have been able to put a 
man on the ground near to him to give him this information day by 
day and twice a day. 

I will go to the map, if I may, for a few minutes and show you 
just where we have had men this summer and just what territory 
they have served. 

That force of men, of course, must move, and each one can form a _ 
distributing center for certain territory around him. At these points — 
of heavy production and heavy shipment you have a certain number 
of buyers who have come there representing firms in the larger 
markets—the distributors, etc. These men have their confidential 
information on prices in the different markets; they are quoting 
prices to these different markets, trying to buy and to sell. A large 
number of them have a very decided option in the selection of 
markets to which they will ship. 

It is not always true that a commission firm wants everything to 
come to its own home store. There are big commission firms in Chi- 
cago and in Pittsburgh who are in the distributing business and who 
contract for the marketing of vastly larger quantities of perishables — 
than they can possibly handle through their own home houses and 
who distribute these products that they can not handle themselves 
to commission merchants in other cities with whom they have busi- 
ness relations. . | 

These men all have confidential information, and you have at these — 
heavy shipping centers this state of affairs: A man is buying who 
has information which will be invaluable to the man who is selling, — 
but the man who is selling has no access to it. The man who has the 
information has every inducement in the world to keep it from the 
man who is selling. a 
















: 



















AGRICULTURE APPROPRIATION BILL. 15] 


_ Onur service has put the buyer and seller on an equality in those 
places where we have been able to put our own representatives to 
see that the information went upon the bulletin boards and was tele- 
‘phoned up and down the producing districts and gotten into every- 


f° 
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_body’s hands. 

i? The result has been that in one or two cases the buyers on the 
: ground were decidedly offended at us. In a very few days they 
found that we had a better line on 20 markets than they had, and they 
have been right on the spot for every bit of information we have had 
to publish. They have been waiting at the bulletin boards for the 
bulletins to go up. 

_ There is another essential: We must have this force to cover the 
_ producing territories one by one as they come on in advance of the 
beginning of the crop movement. We should be able to give the 
_ trade warning a week ahead of the beginning of the movement as to 
how the shipments out of the Hammond strawberry territory bid 
_ fair to compare with the shipments last year. We should be able to 
— tell this heavy producing territory whether they are a few days ahead 
or a few days behind this year as compared with this other produe- 
_ ing territory which normally competes with them in the market. 

_ We should be able to tell the markets that the movement will be 
a week earlier in this place [indicating on map] than last year, and 
_ we should have some fairly accurate estimate of the extent of the 
_ damage in areas where there has been a frost. We should in every 
_ way possess ourselves of the up-to-the-minute information that can 
be secured by telegraph and by personal visitation, which is not 
available at the present time excepting as trade papers may get it 
_ from interested parties and distribute it as they please and which can 
~ not be handled through the ordinary crop-reporting machinery of the 
_ department—that is to say, the crop-reporting machinery of the 
i Bureau of Crop Estimates, which deals with acreages and with con- 








ditions as averaged by counties and by States. 

This perishable-product proposition is one of definite locality. 
These localities run right across State lines. They are not bounded 
by any of our arbitrary political lines. The Carolina strawberry 

- district runs straight across the line from North Carolina into the 
northeastern part of South Carolina. This is a proposition to be put 
on the map, both figuratively and literally, and we are “ putting it 
onthe map.” There isa big peach territory, as you know, in south- 
_ west Missouri, north Arkansas, and running over into Oklahoma. 
Our California cantaloupe industry 1s centered on the Mexican 
 porder and then again up to Turlock. We have here in Nevada a 
_ definitely centralized cantaloupe district. We have here on the Pecos 
a cantaloupe district which shipped 100 or 200 cars In 1914 but none 
_ last year. 
The Cuarrman. Mention the work in Texas. 
Mr. Superman. We found last year, when we had a man at Jack- 
 sonville, Tex., and a man at Crystal Springs, Miss., during the 
tomato movement, that these two districts were as much interested 
in knowing what was happening in the other as they were 1n know- 
ing what the prices were at Chicago, St. Louis, or anywhere else. 
The Jacksonville people were trying to sell f. o. b. and trying. to 
get away from the consignment business. They had a lot of buyers 
in Jacksonville, and the thing they wanted to know was what the 
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folks in Crystal Springs were getting f. o. b. One of the struggle 
we had was to be able to give these folks honest information as to 
what was happening in the other territory. We were told point 
blank here in Jacksonville, “ You must not quote our tomatoes at 20 
cents f. o. b. Jacksonville. We are quoting these tomatoes to buyers 
in Chicago, Buffalo, and the Northwest at 25 cents f. 0. b. You 
must not quote 20 cents.” . : 

. The answer was, “ You are selling at 20 cents.” t 

“These firms put their buyers in here and placed money in our 
banks; they are buying right here from us and are entitled to the 5 | 
cents off. We are selling here for 20 cents, but we are quoting 25 — 
cents.” - 

That is the situation we are up against. This question of quota- ; 
tions is not any more honestly handled by the preducer than by the © 
man at the other end. , 

On the other hand, these people at Jacksonville positively refused — 
to believe that the people at Crystal Springs were getting the prices © 
for their stuff that we were quoting. I came back through this terri- 
tory myself, on my way from the cantaloupe district in California, — 
and visited our Jacksonville representative. J had another man with © 
me; and we went over the situation thoroughly and found the dis- — 
content voiced there over the information we were getting from — 
Crystal Springs. I had this other man go over and visit our repre- — 
sentative at Crystal Springs. He found him going right to the books — 
and getting the actual facts. He went right to the records of shippers 
and was quoting what they were getting. Crystal Springs was doing 
better than Jacksonville, and there was a reason. They had much 
better distribution, for one thing. 

In that respect we may say that the f. o. b. selling does not always 
accomplish what it 1s supposed to accomplish. Your f. o. b. selling 
gives good distribution just so far as you have a wide territory repre- 
sented at the buying point, but, if you have a large quantity going out 
under the control of the shippers, distribution can be controlled very 
much more effectively. 

Mr. Hexersen. But, if you had a cooperative concern covering all 
the cantaloupe districts of the country, they would benefit by selling, 
would they not? 

Mr. StrermMan. Theoretically, if you combined all these separate 
districts and have all their business handled through one clearing 
house, they could do it. But I think we may say without any hesita- 
tion that it is a physical and economic impossibility to have one 
organization of cantaloupe growers which will include South Georgia 
territory, the east Texas territory—which is not so very important— 
the new district opening up in Alabama this year, the Imperial Val- 
ley—which has the market all to itself—the Salt River Valley, the 
Turlock district, and Rocky Ford, Colo.—a district which comes in 
among the latest. We have southeast Missouri, a little in Okla- 
homa, a very heavy district in Indiana; the North Carolina district, 
centering at Laurenburg, and then jumping from there to the Nor- 
folk section; then coming again to Delaware, and, to a small extent, 
up in New Jersey. Can we imagine those cantaloupe growers, many 
of whom have other crops as their principal interest, forming an 
organization ? 
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= would think, if they formed those districts that come on to the 
‘market practically at the same time—and that varies a great deal 
you would have separate organizations for the different districts 
marketing about the same time. 

| Mr. Suerman. That is my idea of the way cooperative organ- 
-qzation in marketing is to be worked out. We may have a number of 

organizations shipping at the same time to naturally the same 
‘markets, and through our news agency the associations in different 
parts of the country will be able to so handle their own distribution 
that they will not unnecessarily interfere with each other. 

, ‘et Grepine. You would also be encouraging a trust, would you 
not? 
The Crarrman. That is excepted under the new trust law. 

@ Mr. SHERMAN. Can you imagine the possibility of forming a trust 
in perishable products that rot the day after to-morrow? There is 
~ another essential that I want to emphasize. We can not handle this 
_ proposition simply by having a number -of men in the markets and 
_ a number of men in the producing sections. We must have some of 
_ those men in Washington, and you must not ask us to handle the 
ry Washington work with clerks at salaries of $900 to $1,009. We must 
_ have men in Washington who know something about these products. 
We must have men in Washington who know something about the 
railroads, who know the locations of the lines of western roads and 
_ northwestern roads the minute they hear those names. They must be 
practical railroad men so far as knowledge of the territory served by 
- every line in the country +s concerned. They must also know some- 
thing about the markets. They have got to be able, eventually, to get 
_ out every two or three days here in Washington a general news release 
~ on the movement of each of these important crops which will be so 
interesting and so valuable that the Associated Press and the United 
- Press will be glad to run it. When we can cover enough of the 
; ‘Sinead interesting things to make ‘t worth while, we can get pub- 
= licity. 7 

; Bui somebody raised the question—I believe Mr. Steele raised it— 
about the proportion of this money spent in Washington and out o 

Washington. The proportion of this $136,600 that is spent outside 
of Washington will be very large, but there will be a certain perma- 
nent force in Washington, which will be rather large, and it will 
~ amount to at least three persons for every crop handled telegraphi- 
cally. The physical conditions under which these things are to be 
handled in the morning, with reports coming in for 10 different 


_ products, will require us to 


“Mr. Hexersen. I would not imagine they would form that way. 








have approximately 40 people on duty at 


~ the same minute to take care of that information. 


The CuairMan. You have got to pay high salaries to these men. 


Mr. Suerman. We have got to have some men in Washington who 


know business—men who know something about the markets in the 
United States. 

We have had very little trouble with respect to the personnel. 
Somebody on the committee raised the question the other day about 
the assistance rendered by the Civil Service Commission. é might 
say that I served seven year® on the examining board handling agri- 
cultural examinations very largely, and the rules of the commission 
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are such that they never require you to take incompetent men, even | 
in such a matter as getting suitable clerks for these market places, 
where we want our man to know what the market is and to be capab e 
of going out and ascertaining the market prices. I have already 
taken the matter up with the Civil Service Commission in a prelimi- 
nary way, arranging fora special examination at from $1,000 to $1,400, 
in which we will make it a prerequisite that the man have a commer- | 
cial knowledge of stenography and typewriting, without necessarily | 
being able to pass an examination in that, and that he shall have had | 
a year’s experience in this line of work. Then, taking that as a start- | 
ing point, give hima set of practical questions covering marketing and 
distribution; bring out his knowledge of fruit and produce; and let 
him write a little discussion on some phase of the question which will | 
show that he can do good clerical work. They will hold that exami- 
nation and give us just the kind of clerks or technical men we need. | 
And, personally, as one whose duty it has been to select a number of | 
men for this work, I would not for one moment be relieved of the 
assistance that the Civil Service Commission renders us or the limita- | 
tions they place upon us. It has been absolutely helpful in every | 
examination. 

The Cuamman. Doctor, have you figured out in your own mind 
the ultimate annual cost of such a system as you are working to_ 
finally perfect ? ; 

Mr. Suerman. So far as it apples to fruits and vegetables? 3 

The Cuarrman. I mean this item here. 

Mr. SuermMan. We say that that depends upon how far we wish to 
go in the manning of these markets. The greater part of this cost 
will go into salaries. The telegraphing is a big item, of course, but 
the greater part of this appropriation will necessarily go into salaries 
and traveling expenses. 

As you establish a greater number of markets, to a certain extent 
you eliminate some traveling expenses. We found last summer, for 
instance, that our man stationed in St. Louis served very well all of 
this Ozark territory and clear down into Texas. He had a clerk and a 
mimeograph and other equipment in St. Louis. We, of course, trans- 
mitted to him all of our market information, and he digested it 
and relayed it to the various shipping associations in Arkansas, they 
having to pay the telegraphic tolls only from St. Louis, instead of 
from Washington. Of course, we can go that far; we can transmit 
this information at Government expense to the nearest point at which 
we have a representative. 

Then, all of these markets where we have representatives can 
be made distributing centers for this information by telegraph, 
and by short-distance wire to a very large number of producers and 
local county papers. The St. Louis & Southwestern, the Iron 
Mountain, the Missouri, Kansas & Texas, and the Frisco railroads 
all serve this territory southwest of St. Louis. Those railroad 
market agents are very anxious to get this information and put it 
into the hands of their patrons, and we had over 200 letters a day 
going out from St. Louis. As Mr. Helgesen suggested, where we 
can get a letter to a man within 24 hours, or 12 hours, it answers 
the purpose very well. Two hundred letters during the peach sea- 
son were going out and 17 telegrams a day going to managers of 
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; ocal associations and people who wanted information just as quickly 

as they could get it, because of moving shipments by it. 1 
~The Crairman. It would be almost impossible for you to give 

anything like an accurate statement as_ to how much this service 

would cost, because, I take it, as you develop the service you are 

b ound to have expenses that you do not foresee and to incur expenses 

that you can not anticipate now. , 

(At this point informal discussion took place.) 

Mr. Hexcrsren. It seems to me the greatest benefit from this work 

will come from dealing through associations. Is there any reason why 

these associations should not pay for their own telegrams? 

Mr. Surerman. They have to pay for their own telegrams. 

Mr. Hetcrsen. I mean from Washington. 

~ Mr. Suerman. We had people in California who did pay for those 

_ telegrams all summer during the peach season, paying transconti- 

-nental tolls. 

Mr. Branp. Transcontinental tolls cost $1 for ten words. 

The Cuairman. Give us a brief statement of telegrams paid for 

and those not paid for. 

_ Mr. SHERMAN. We pay for every telegram coming to Washington 

_ from every source and for every telegram which we send to our men 

in the field or market. Then every one of our men distributes that 

- information, but that distribution is at the expense of the recipient. 

~The CHarrMan. You say that you pay for every telegram coming 

: into Washington ? 


Mr. SuermMan. Yes, sir. 
The Cuamrman. You mean every telegram coming from your 
- force. Suppose I represented an association of tomato growers of 
South Carolina, having no connection with the department at all,and 
telegraphed you, the telegram costing a dollar; you would not pay it? 
Mr. Branpv. That would be a paid message. 
 -The CHarrMAN. But if I were an agent of the department and 
sent it, you would pay it! 
Mr. Suerman. We pay for every telegram asked for. 
: Mr. Howey. You pay for information you get from the rail- 
roads? 
| Mr. Suerman. Absolutely. We had this difficulty last year with 
reference to railroad information: A great many railroad companies 
were a little shy, and the important officers wanted to keep the thing 
in their own departments, especially the agricultural departments, 
~ which have a great pride in their organization, and some of them try 
to do some marketing of their own. They wanted all telegrams to come 
into the head office, and then they would give usa once-a-day wire. The 
- result was that they would get these telegrams in and then start a wire 
to us 7 or 8 o’clock in the morning—when the important official reached 
his office—instead of the night before. That made the service too 
slow. It made it impossible for us to get a complete picture of the 
movement out by 9 o’clock in the morning. So, this year we are 
deliberately planning to increase the number of wires from rail- 
roads by asking them that they require every division superintendent 
to report to us the movement on his part of the line, because he has 
that information that night and he can send it to us at night; and, 1 
he has orders from the general superintendent to send us that in- 
formation as a night message, We believe he will do it, whereas, if the 
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general superintendent agrees to do it, he may and he may not do it: 
and, of course, this is a service of courtesy. + ia 

This is the service we promised Mr. Haugen we would explain te 
him. He wanted to know just what the railroads were doing which 
was so valuable and who 1s getting the benefit of it. We consider that 
this is a truly valuable service, when every division superintendent 
will wire us before midnight just how many cars were loaded out and 
where they were going. That gives us a picture to put up before the 
trade that they have never had. People will tell you that commission 
merchants of a certain town know how many cars are coming in 
within the next 12 or 24 hours, but that is seldom true. 

A man was in my office a few days ago speaking for the Texas onion 
business down at Laredo and fairly begging us to try to institute 
this news service this spring and to give them some information on 
that movement. He explained the local situation and the seeming im- 
possibility of organizing a cooperative association. He said the daily 
movement out of that district has never been known. Some of the 
largest shippers have had a pretty good idea, but he said, “ We have 
got it by carrying our hand behind our back to some subordinate 
railroad official.” That is the way it has been obtained wherever ob- 
tained. This is the first effort to bring the actual movement of a crop— 
out and set it before the public, and it has succeeded remarkably well. 

Do you want a little detailed statement about where we have put 
people and what have been some of the actual results? . 

The Cuarrman. Give us the actual results. 

Mr. Branp. A few specific cases. 

Mr. Havcen. Before you get away from that; I think the service 
is of value, but I fail to see that the railroads are deserving of any — 
special credit. They are furnishing us a service, but we pay for it, 
notwithstanding the fact that they furnish it to others free of charge. 
IT am talking about information they give us as to the movement of — 
stock. In that branch they give it free, and here we pay for it. 

The Cuarrman. Do you pay for it? 

Mr. SuerMan. We do not pay a cent for it. 

Mr. Havcrn. You pay for the message, and they transmit the — 
other messages free; that is the only difference. So, no special credit — 
is due the railroads for furnishing telegrams when we pay for them. — 

Mr. SuerMan. Possibly not, but we would certainly be in an un- — 
comfortable situation without that information; in fact, we would be 
unable to stir a wheel if they declined to furnish it. iy 

Mr. Haucen. The railroad company is as much interested in it as 
the farmers; they get the benefit. 

Mr. Suerman. To a certain extent that is true, and that is what 
we have been telling them. : . 

Mr. Havcen. It is an absolute fact, is it not? They haul the prod- 
ucts and they get the benefit of it? 4 

Mr. Suerman. Of course, in certain cases it does not work out that 
way. In certain cases it results in diverting, and they get a short 
haul instead of a long haul. It is not always to their interest. 

Last year when we undertook to start this thing for the straw- 
berry crop we had no organization whatever. We were feeling our 
way, and Mr. Schleussner, who is here in the room, made a trip to 
20 of the larger markets and made arrangements with the largest 
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strawberry handler in each city to give us a morning wire on the 
jobbing prices prevailing in that market for strawberries and as near 
as he could the number of cars on the market. The larger dealers 
mow how many Cars are being unloaded on the market at the hour 
when they are selling. 
With those arrangements made, Mr. Schleussner went to Hammond 
La., the center of this strawberry district which has grown up here 
along the line of the Illinois Central, largely in the cut-over pine 
land. There they have a series of little local cooperative associations. 
They have done a lot of colonizing work. First is an Italian colony, 


Bnext a German colony, and next a Hungarian colony, and then an 


“American colony, and, I think, a Swedish colony; as a matter of 
fact, there are several Ttalian colonies. Each one of these little colo- 
niles 1s organzied into a cooperative association to handle the straw- 
berry crop, which is one of the important crops. They had ex- 
_ perienced two bad years. I may be wrong but my recollection is that 
during both the two preceding seasons the Chicago market had been 
_ overloaded. 
_ This district originally began with an f. o. b. shipping point ar- 
rangement. When those people went into the strawberry business 
- they did the nicest packing in the United States; they had the fanciest 
_ berries for sale obtainable anywhere. ‘The Illinois Central developed 
_ the business with Chicago. Everything went straight to Chicago. 
- Finally, eastern buyers got onto the fact that those strawberries were 
prime articles and that they were better packed than Floridas. So 
- puyers from Pittsburgh, Buffalo, and other large cities began coming 
down to this territory, and there began to be competition here for 


those berries. 


_- Mr. Hexcrsen. Let me suggest that the names of these locations 


- go into the record. When you say “down here ”» and “over there,” 


that is meaningless. 
Mr. Suerman. At the same time this business here increased and 


outgrew 
Mr. Heuexsen. There you go again. You should say “ this Louisi- 
> (= 


ana business.” 
‘My. Suerman. As that Louisiana business increased and outgrew 
the demand of the buyers on the spot, the consignment was very 


generally to Chicago. A situation developed which made it com- 


paratively easy to measure the capacity of Chicago, and after break- 


ing down the Chicago market repeatedly it came to be pretty gen- 
erally understood in Louisiana that anything more than 20 cars a day 
on the Chicago market meant disaster and a breaking down of 
prices. When the Chicago. market broke down, the f. o. b. prices at 
Hammond went down correspondingly. People who were getting 
unprofitable returns from Chicago were forced to sell f. o. b. for 
whatever they could get. 

We were told when we went ‘nto that territory that, unless better 
results were secured last year than had been secured during the two 
preceding seasons, it probably meant practically the ruming of that 
industry, and it was a very serious proposition that those people 
faced. ‘They were heavily in debt for fertilizer and all that sort of 


thing; they had not been able to cover advances of previous years 


made to them. 
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Mr. Schleussner was in telephonic communication with every on 
of the managers of the associations in that country, and one day 1 
developed, after reports of shipments were all in, that there were 
cars rolling for Chicago. It was along toward the middle of the 
season. Twenty cars was about a maximum load for the Chicago — 
market. People who ship to Chicago have the privilege of diversion 
at any time before the strawberries have passed Mounds, Ill., in the 
southern end of the State. My understanding is that the rules of 
the Illinois Central provide that if such berries pass Mounds they 
must go on into Chicago and be diverted from there. Shippers from 


Louisiana have about 24 hours of diversion privilege after their cars — 


start northward. 

When this situation developed, Mr. Schleussner got every associa- 
tion manager on the ’phone and called attention to the fact that there 
were 44 cars destined to Chicago and “you know what that means.” 
Of course, efforts were being made to sell these berries, but the re- 
sult was this: However many might have been sold by means of the 
ordinary efforts that would be put forth, 24 of those cars were di- 
verted before they passed Mounds, and, of course, a number of the 
20 that went on into Chicago may have been resold for points fur- 
ther north and west before reaching the city. So that the Chicago 
market never was during the heavy shipments last season broken 
down completely, or in anything like the measure that had occurred 
in the two preceding seasons. 

Mr. Howetx. Did you follow the other 24 cars to see what the re- 
turns were, that is, the results of the shipments of the 24 cars 
diverted—whether they got satisfactory prices or not? 

Mr. Suerman. We could not follow individual cars, but, of course, 
we had prices of these 20 cities, of which Chicago was only one. I 
can furnish the prices if you choose. 

Mr. Howet. I thought probably you knew offhand. 

Mr. Hetcrsen. Unquestionably it was satisfactory to the shipper? 

Mr. Suerman. Yes, sir. I am safe in saying that no other market 
vas broken down on account of the relief of the Chicago market. 

The Cuarmrman. Were your growers satisfied 2 
* Mr. Suerman. Ag I understand it, the acreage hag not decreased. 
They have as large a crop in prospect as they had before. They had 
the best year in three years, and I have extracts of letters there which 
the committee can read, or. which I will read, if you choose, from 
almost every association manager down there, stating that they had 
had information service such as they had never thought it possible to 
have before; and, while it is impossible to measure the benefit in 
dollars and cents, because they could not tell what the conditions 
would have been, yet many of them stated that they considered that 
they had certainly received a benefit from it very much larger than 
the entire cost to the Government. 

The Cuarrman. I would suggest, gentlemen, that it would be a 
good idea to have inserted in the record at this point a few typical 
letters that Mr. Sherman may select. I should like to see what the 
people think of this service. : 

(The letters referred to follow :) 

The following extracts are from typical letters received by the Department 


of Agriculture from car-lot producers and shippers of perishable farm products, 
expressing their opinions of the worth of the experimental telegraphic market 


wee a 


a — 


AGRICULTURE APPROPRIATION BILL. 159 




























: : os oe tes by the Office of Markets and Rural Organization during 
ay 10, eee Steinacher, German Farmers’ Association, Ponchatoula, La., 
_ In regard to the Government service on crops in this section, we wish to 
state that this service has aided in every way in the better distribution of the 
crops. To obtain a record of the cars sent out every day has been impossible 
until this year, when obtained from your service. 

“Tt is hard to put a cash value upon the service, but we would state that it 


has been invaluable to us. 
“Trusting that it will be made a permanent feature, we are.” 


a From Pp. K. Villadsen, secretary-manager, Thorsby Fruit «& Truck Growers’ 
ssociation, Thorsby, Ala., April ee wales 

6c _% 

b. I can say in behalf of our growers, as well as myself, that we appreciate 
your work. We have only made a few express shipments (of strawberries), 


and by knowing the market conditions all over the country by your reports we 
were able to get $4 per crate here for northern shipments.” v 


From P. K. Villadsen, July 17, 1915: 

«J have said before and will say now that this service is most valuable to all 
_ shippers of perishable products. We have something to be guided by now in 
marketing our stuff; before we were in the dark. The system you have adopted 
~ eould, of course, be improved and extended. I sincerely hope it will be con- 


-_ 


_ tinued, and in saying this I am sure I am voicing all our growers of perishable 
goods in this association.” 
From C. Hain, Coulee City, Wash., September 24, 1915: 
Your service has been a real help to us in the fruit business, because it has 
given us a comprehensive survey of the actual market prices being received 
from the sale of fruit from a source the accuracy of which could not be ques- 
_ tioned. 
' “Tt has enabled us to decide where the best outlets were and given us an 
accurate idea of what our fruit was worth at the shipping point, something it 
has been difficult to determine in times past. 

“Your work has been worth to us much more than the cost to the Govern- 
ment, and I certainly hope that it will be continued and that I may remain on 


your mailing list next year.” J 


From L. Seala, secretary, Independence Farmer 
" La., May 19, Do) da) : 

& “As the strawberry season is about to wind up, we wish to respectfully ex- 
_ press to you our satisfaction for the laudable work conducted by the Office of 
Markets by furnishing our association with daily reports on the strawberry 
movement and quotations in the principal markets and shipping points of the 


country. 
“ We have found s 


s’ Association, Indepertdence, 


aid reports not only highly efficient, but also true and cor- 
rect, and it is this most important feature—the trueness and correctness, which 
could hardly be found elsewhere—which causes us to address you, and beg 
leave to ask that the said service be continued in the years to come, as it proves 


of great benefit to farmers’ interests.” 


From W. Ed. Roark, business manager, 
Anderson, Mo., July 22, 1915: 

“By being in touch with the situ 
arrive at a price, and to make it 10 ¢ 
at that time.” 


The following statements hav 
by the Department of Agricultur 
officials : 

Peter Fox Sons Co. (per Jaks som); Hammond, La., May 15, 1915: 

“The distribution has been more even than in other seasons for the associa- 
tions, and buyers have been thoroughly cognizant of conditions in the principal 
‘markets. In instances this year I feel that sometimes serious overloading of 
different markets has been avoided. In this manner it is certain that prices 
at the producing end have been more -equable. 

“Ags a monetary proposition, I feel that the service that your department has 
rendered in cases reached thousands of dollars in a single week. I feel that 


Anderson Fruit Growers’ Association, 


ation through your reports we were able to 
ents higher than any other point reported 


e been extracted from typical letters received 
e from dealers, distributors, and transportation 
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this service is a thing that one can not value in dollars and cents, but I de 
wish to go on record as asking that you continue it every season hereafter.” 


From Peter P. Hovley, mayor, Brawley, Cal., July 12, 1915: 

“T wish to convey to you the appreciation of the citizens and business men 
of Brawley for the assistance your office has extended to the cantaloupe shi 
pers of the Imperial Valley in distributing this season’s crop.” 


From Ginoechio-Jones Fruit Co., Kansas City, Mo., July 10, 1915: : 

“We can say unreservedly that the efforts of the bureau to furnish market 
information has been a success. We have heard a complaint from certain kind 
of operators, such as brokers at shipping points, that the dissemination of ad- 
vices of the market value of products at shipping points has prevented such 
brokers or speculators from making any money, which is rather a vindication 
of your putting an end to some questionable practices on the part of such 
brokers in overcharging their clients, who were ignorant of the daily market.” 


From Mutual Orange Distributors, Redlands, Cal., July 17, 1915: 

“This was an unusually difficult season in the cantaloupe business on account 
of. the coll and rainy weather east, and had it not been for the splendid dis- 
tribution which we had, I am positive it would have meant heavy financial- 
losses to the growers and shippers; but by properly distributing the shipments 
every day it was possible to give each market just about its requirements, with 
the result that these cantaloupes were billed direct to the various markets and 
Sold without any accumulation, and, on the other hand, the consumer had 
fresh cantaloupes arriving daily, without any stale goods being placed on the 
market.” 

Irom C. L. Campbell, chief traveling agent, American Express Co., Hammond, 
La., May 21, 1915: 

“We wish to congratulate you on the splendid work done by your department 
in the Louisiana berry district this season. 

“'Phe information which has been so promptly and effectively disseminated 
throughout the entire district is thoroughly reliable and has enabled the ship- 
pers to piace the cars of berries profitably, resulting in thousands of dollars 
going to the berry growers, which they have never known before. 

“In behalf of the growers and shippers we wish to thank you for the good 
work and hope it will be continued next season.” 


From U. Grant Border, president, T. H. Evans & Co., 218 Light Street, 
Baltimore, Md., September 28, 1915: 

“In this connection I wish to assure you that I have never had anything to 
come to me of this character that proved so helpful as have these reports. In 
fact, I believe that when all the shippers and receivers consult these reports 
many over-burdened markets and heavy losses will be averted. : 

“T do not know of anything your department has undertaken to compare 
with this work in value to shippers, dealers, and consumers.” 

Mr. Surrman. I may say that, while the buyers on the ground re- 
garded this movement with a little hostility at first, before the end 
of the season they were all of them on tiptoe for this information, 
and, somewhat to our surprise, we have a number of very apprecia- 
tive letters from the buyers, hoping that this service will be con- 
tinued; and the buyers were asking us before we left that territory, 
* Won’t you move your man up from Hammond to Humboldt or 
Chattanooga territory and give us this same sort of information? ” 

The manager of the association here at Thorsby, Ala., had sent 
one of his men into the northern markets to keep him posted on 
prices. He paid for our telegrams from Washington for a week or 
ten days during the height of the movement and wrote to us the 
other day that he wanted to know if he could count on the service 
again. He said the information received from our office was so much 
more comprehensive and so much more reliable than that supplied by 
his own representatives in the markets that he proposed to keep their 


representative at home and pay for the telegrams from Washington if 
we would render the service. 
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This illustrates the possibilities of saving duplication of effort by 
organizations. 
Of course, if this little association at Thorsby, handling a few cars 
of berries, puts itself to the expense of maintaining a man in Chi- 
cago, this other little association at Cullman will very likely put its 
man in Chicago. Chicago is one of the largest markets for each one 
of a dozen of these associations, and there may be a dozen men rep- 
resenting growers’ associations selling their products competitively 
in those markets and not one of the associations getting a service 
‘as valuable to it as the service we can render all of them. 

Mr. Heucrsen. That carries out my suggestion that when you get 
this properly organized it will be so valuable that those associations 
will be glad to relieve you of practically all the telegraphic expense if 
you can furnish the desired information. 

Mr. Suerman. I think that is fair to assume. We will always of 
necessity have to send this information to our own men in the markets. 
We will have to furnish St. Louis, Cincinnati, Chicago, the Twin 
Cities, and New York with this information just as quickly as we can 
get it out from Washington. Our men in the large markets must be 
regarded by the trade and by the producers in their territory as the 
distributors of this information; because, if they are not, they can not 
be collectors of the information. 

Mr. Hexorsen. Eventually enough associations will be formed so 
that they will be glad enough to have a man who can send infor- 
mation. 

Mr. Suerman. We can not get along without our men at the mar- 
kets, but the associations will undoubtedly pay for the cost of these 
telegrams from the nearest point at which we have a representative. 

The Cuairman. Your story is so entrancingly interesting that we 
could listen all the afternoon. 

Does that give the committee, in your judgment, a fairly good 
idea of the work? 

Mr. Suerman. It does not give the committee a complete picture 
of what we did last summer, but all I want to do is to eall attention 
to the fact that, if.this work is to go on as planned, and if the 
committee is likely to approve this item, it will involve the expendi- 
ture of a good deal of money, out of the small reserve Mr. Brand has, 
between now and the ist of July, so as to permit us to carry on 
the service up to July before this money is available. For that 
reason, I have been anxious that the committee should question me so 
that I could get a very definite line on the thought of the committee, 
in order that we may know how to go ahead in selecting new men, 
which we must do immediately if we are going to build up the service 
to the proportions this item contemplates. | 

The CuarrMan. I would like to ask one question for the informa- 
tion of the committee: What increase in this appropriation do you 
have here over what you are spending this fiscal year ? 

Mr. Suerman. As I said, it is very hard for us to say just how 
much went into this, because the transportation section put a large 
amount of energy into it. Out of the allotment made for the market 
surveys, I suppose not more than $30,000 went into this work. 
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The Cuairman. Let me ask you this question, then: Are you pr 
pared to state to the committee that, in your judgment, you can buil 
up an organization with which to work during the next fiscal yeal 
to expend economically and wisely the stim of $136,600, as you ar. 
asking for in this item ? 7 

Mr. SuermMan. Unquestionably. : 

Mr. Haucen. Have you information as to how the fruit busine 
is handled? Is it controlled by a trust? Does that come under 
your observation ? ) | 

Mr. Surrman. Those things always come under the observation of 
our force. 

Mr. Havcren. Under your own division ? 

Mr. Surrman. I might say that no one in the Office of Markets, 
Mr. Haugen, has any authority to inquire into the existence of trusts, 
and our machinery precludes the idea that we can do that effectively. 
You will remember the committee has given the Office of Markets 
and Rural Organization no authority to swear witnesses, no authority 
to go into any man’s books, no authority to go into a warehouse, no 
authority to go anywhere where he is not welcome and the door open. 

Mr. Havern. It occurred to me that you, being on the ground, 
might possibly have some knowledge of who buys, who sells, and 
to whom the fruit is sold, and knowledge of the operation in general. 

_ (At this point an informal discussion took place. The chairman 
requested a statement of the approximate value of the perishable 
crops to be reported by the service rendered under this item, which > 
is here attached :) 


Value of perishable crops to be reported upon during 1916-17 under the item 
for market news service. 


Based on 1915 figures of the Office of Markets 
and Rural Organization: 


UPS WHerrics s.405 Uc eo ae ae $11, 739, 390. 64 
eho) Ns ey Nae Pa) Ten ees ep 7 eA LS 14, 482, 615. 00 
Tomatoes (not including Florida)________ 3, 231, 293. 50 
Cantaloupes ues Vek Sh. oot fh 8 BAL gs 7, 849, 964. 40 


—_————————_ $37, 263) 263/54 
Based on Bureau of Crop Estimates’ 1915 





figures: 
ADDLES ova see te ee ee eee ee en 156, 407, 000. 00 | 
Sweet, potatoes sh 42 OF ele Vier sale Oke 46, 081, 000. 00 - 
White. potatwesic ink’. Wats mie) seness 221, 104, 000. 00 
423, 592, 000. 00 
Based on estimates—not statistics: , 
Florida tomatoes, 6,000 cars, at $300______ 1, 800,000. 00 } 
Asparagus, 1,000 cars, at $800... 300, 000, 00 
Cabbages, 60,000 cars, at $150_.... 9, 000, 000. 00 . 
Celery, 10,000.cars, at $200cshetscaatoron | 2, 000, 000. 00 
Cherries; 1,000 cars, at $250...=  . 5 250, 000. 00 
Grapes: 
Hastern, 10,000 cars, at $250... 2, 500, 000. 00 
Western, 8,000 cars, at SSOD LU iit t 2, 400, 000. 00 
Lettuce, 5,000 cars: at $200c sa9 o- i: 4 1, 000, 000. 00 
Pears, 5,000 cars at $8000 8 Se 1, 500, 000. 00 
Watermelons, 20,000 cars, at DLOU 4 ee 2, 000, 000. 00 
Onions, 30,000 cars, at oO on he eee 6, 000, 000. 00 
—-—___—__———— || 28, 750 oeee 





Totel eee eee 489, 595, 263. 54 
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_ STATEMENT OF MR. FRED TAYLOR, COTTON TECHNOLOGISS, 
| OFFICE OF MARKETS AND RURAL ORGANIZATION. 


i PS Cramrman. Mr. Brand, take up item 41 and tell us about that 
quickly. 
ey Mr. Branp. Mr. Chairman, the next item is No. 41, for the investi- 
‘gation and demonstration of cotton standards and cotton testing. 3 
_ In this item we are asking for a slight lump-fund decrease, though 
the total result, due to the transfer of certain salaries, makes a small 
“Increase of $6,100. The work in cotton handling has been described. 
‘That work is distinct from the work under this item in large part, 
‘though the same force, upon occasion, is shifted, as 1 explained yes- 
terday, from project to project. I am going to ask the leader of that 
project to present it, and as the increase is so small I hope that he can 
pass over the actual lines of. work that are being conducted very 
quickly, in order that the committee may ask any questions it desires 
on that specific line of work. 
"The Cratrman. Before he does that, Dr. Brand, I would like you 
to differentiate just as briefly as you can the item put down under 41 
and the item under the Bureau of Plant Industry—under Dr. Cobb. 
Mr. Branp. I do not know that Dr. Cobb is doing any work of this 
_ character. 
The Crarrman. You say, then, that he is not doing any work of 
this character? - | 
_ Mr. Branp. So far as T am aware, he is not doing any work of 
this character. I will ask Mr. Taylor, the project leader, to discuss 
- this item. 
“Mr. Taytor. Mr. Chairman, under this project we have been con- 
- ducting investigations relative to the development of standards for 
cotton: Most people think that when we say standards for cotton 
- we just mean standards for grade, but under this item we are study- 
- ing not only grade but also color, length, perished staple, immature 
staple, and all the other varying qualities and characteristics of 
cotton that we hope eventually to standardize. — 
By means of the investigations under this project we have been 
able to assist in the development of the present white standards 
which are now in use. They comprise, as you know, 9 full grades, 
~ namely, middling fair, strict good middling, good middling, strict 
_ middling, middling, strict low middling, low middling, strict good 

ordinary, and good ordinary. The distribution of these standards 
has continued since the 15th of December, 1914, under the provisions 
of the cotton-futures act. 

Recently the official cotton standards for color have been promul- 
gated. Under this classification we have 11 new standards, in addi- 
tion to the 9 white standards. The standards for color are divided 
into three different classes—yellow tinged, yellow stained, and blue 
stained. 

In the yellow tinged standards for color we have 5 grade boxes, 
as follows: Low middling yellow tinged, strict low middling yellow 
tinged, middling yellow tinged, strict middling yellow tinged, and 
good middling yellow tinged. 

Under the classification “ yellow stained” cotton we have three 
boxes, as follows: Middling yellow stained, strict middling yellow 
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stained, and good middling yellow stained. Under the classificatio 
“blue stained” we have three more, as follows : Middling blu 
stained, strict middling blue stained, and good middling blue staine 
The total number is 9 white and 11 colored standards. f 

Our most recent field investigations involved the collection of 
large number of long-staple samples. We have collected thes 
largely from the delta sections of Mississippi, Mississippi Rive 
bottom lands, and also frem the sea-island section of the country. 
Our chief aim in collecting these samples is to attempt the devel- 
opment of a standard for length. It appears to be highly desirable, 
after having secured the standardization of the qualities of grade 
and color, to go a step further and do the thing which seems to be 
in greatest demand—that is, the development of the Standard for 
length. We are now in the preliminary stages of that investigation, 
and we have a very large number of. samples here in Washington 
collected from all of the long-staple sections of the country. From 
the careful examination of these samples by our own men we are 
expecting to accumulate information which will finally result in 
developing standards for length. We have not even determined yet 
what form they shall assume, but we are. working on this feature at 
the present time. 

The Cuairman. Before you take that up:.A large portion of this 
appropriation is spent in buying cotton for your investigations, is 
it not | 

Mr. Taytor. A large proportion of this appropriation is taken 
up in buying cotton, which, as you know, is very expensive. We 
can not buy small quantities. We can not go out and buy 10 or 
15 pounds at 10 or 12 cents a pound. If we find a desirable bale, 
or 1f we find a bale with desirable qualities in it, which appears to 
be suitable for standardization purposes, or suitable for investiga- 
tional purposes, we must buy the whole $50, $60, or $75 worth. 

The Cuarrman. You buy at the market price ? 

Mr. Taytor. Yes, indeed; and sometimes, in order to make these 
selections, we have to pay certain drayage charges, sampling charge, 
and the charge of several handlers around the cotton yard and our 
own traveling expenses, which bring the net cost of that cotton up 
to very much more than the market price. In fact, I should judge | 
that the cost of the cotton to us is certainly at least $5 or $10 a bale 
above the market quotation. ; 

The Cuarrman. This cotton is afterwards sold and the proceeds | 
go back to the Treasury ? 

Mr. Taynor. Sometimes in the consideration of standards we — 
have to eliminate a great deal of the material which we collect. 

The Cuarrman. Whatever is left over you sell? 

Mr. Taytor. We find that a large part of it can be used; all of 
the remainder is sold, and a large part of the expenditure goes back 
into the Treasury. 

Mr. Anperson. Can you suggest any reason why the standardiza- 
tion of cotton is put under your bureau while the standardization of 
grain is put under the Bureau of Plant Industry ? 

Mr. Tayror. That question is a little too deep for me. I would 
have to call on the chief to answer that. 
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Mr. Brann. Mr. Chairman, the cotton-standardization work is 
‘in its present location because this committee transferred the item 
to our charge. I think that is the answer to that. 
- Mr. Anverson. That is an answer; but what I was trying to get at 
was whether the gentleman knew of any other reason. 
_ Mr. Tartor. I would not like to-venture a personal opinion. 
_ Mr. Brann. The historical reason is that the work was started in 
the Bureau of Plant Industry many years ago and was handled by 
that bureau for years before this office was started. 
Mr. Anperson. You do not mean to give the committee the impres- 
‘sion that no work was done on cotton standards until your bureau 
_was started in the department! cae i 
~ Mr. Taytor. It is a continuation of work previously started in the 
Bureau of Plant Industry. 
Mr. Anvrrson. That is the éxact situation with respect to grain. 
_ The Cuarrman. I do not know any reason except that the com- 
mittee did just do it, which is a pretty good reason. 
_ Mr. Tartor. In addition to our work on what is called the regular 
_ American cotton crop, we have made some investigations and demon- 
_ strations which we hope will eventually lead to the development of 
a standard for the Arizona Egyptian cotton, which I presume has 
~ come to this committee’s attention previously and which needs no 
minute description, except to say that in Arizona they have a peculiar 
product, developed culturally almost exclusively by Government ex- 
_ perts. There is now a commercial production of Arizona Egyptian 
cotton, with absolutely no American standard by which its quality 
~ can be judged, and we are conducting investigations in the South- 
_ west with the hope that perhaps in another year or so we will have 
collected sufficient data and material so that we can present to the 
cotton growers in Arizona a standard for their Egyptian cotton. 

The Cramrman. Have you standards for Sea Island cotton ! 

Mr. Taytor. No. 

The Cuamrman. Are you investigating that, too? 

- Mr. Taytor. In connection with the development of a standard 
for long-staple cotton we are also collecting samples from the Sea 
~ Island markets. We are also getting from those immediate markets 
and from important dealers their interpretations of the various 
_ grades, and we expect very shortly to begin the classification of these 
~ Sea Island types and see whether we can not develop something in the 

way of a standard. There is no definite standard now for the Sea 
Island cotton. ‘The most important growers are shipping out under 
their own private marks, without any attempt to develop a standard 


for their shipments. ies . fon 
In a general way, this covers the activities under investigations 


7 
; 
~ and demonstrations. 
; The Cramman. You are doing some work also in testing the 
waste, tensile strength, and bleaching qualities of different classes 
of cotton. But that comes under the general idea you have dis- 
cussed ? 
Mr. Taytor. I have not mentioned that particular project yet. 
Under the project for testing the waste, tensile strength, and 
bleaching qualities of the different grades and classes of cotton, we 
conceived it to be part of the investigation and demonstration of 
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standards to determine what are the relative commercial values ¢ 
these grades which we have standardized. The interpretation 0 
grade placed by the grower or placed by the southern shipper 1 
largely a reflection of what the spinner considers its value. he 
classification of a bale of ectton in the South is not altogether the 
opinion of the classer located in the South. It is rather the combi- 
nation of several opinions, one of which is the ultimate value to the 
spinner. The latter never has been known for the definite grades 
as we have standardized them, and, as we do not know definitely 
the relative spinning value of these various grades which we have 
standardized, it is this which actuates us in our purpose to test these 
grades this spring. In fact, we have the cotton purchased now—138 
bales, representing the five alternate grades of the standards for 
white cotton, namely, middling fair, good middling, middling, low 
middling, and good ordinary. We have secured the use of a cotton 
mill-at Fall River for this purpose, without any cost to us except the 
cost of the cotton and the expenses of cur own men while engaged in 
the investigations. We expect to determine the percentage of waste 
and tensile strength of the various grades purchased for that purpose. 

We are also testing the Arizona Egyptian cotton in comparison 
with similar qualities of Sea Island and regular Egyptian, to assist 
‘in the development of a proper market and to place this American- 
grown Egyptian cotton in its proper place commercially. At the 
present time it is not well known commercially by the consumer, __ 

In a general way, I think that covers about all we are doing. 1 

The Cuarrman. And you want the $6,100 increase to extend this 
work ? 4 

Mr. Tayror. We have new work coming up under investigation — 
and demonstration of standards in the shape of these standards for 
color. On the 28th of January, the Secretary of Agriculture promul- 
gated the standards for the 11 new types representing color. We 
had only nine standards previously. It is our purpose to continue 
our investigations regarding standards for color and.also to make 
spinning tests of those standards for color. Our work is enlarging,» 
and it seems necessary to ask for a corresponding increase in the- 
appropriation. 

The Crairman. Of course, until you make these tests you do not 
know whether the spinning value of a tinged bale of cotton, for in- 
stance, is less or greater than a bale of corresponding grade of white 
cotton, do you? 

Mr. Tayror. That is the kind of tests that we intend to make. We 
intend to test a tinged bale of cotton and compare it with a so-called 
white bale of cotton, making the bleaching tests and determining the 
actual cost of converting these bales of colored cotton into white 
goods—that is, to make a definite comparison of those different 
qualities. 

Mr. Branp. I want to call the committee’s attention to the new | 
standard for stained cotton [exhibiting samples]. | 

The Cyatrman. What do you call that? 

Mr. Branp. Yellow stained cotton of the grade of middling. We 
have adopted a new nomenclature, in line with the scientific facts, so | 
that now color standards correspond in grading to white standards. 


ry , . . a 
The CHAIRMAN, Commercially, what is the value of this as com- — 
pared to white middling? | 


* 
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_ Mr. Branp. It is worth about 188 points under white middling at 
this moment. | 
Mr. Taytor. One hundred and eleven. 
Mr. Branp. One hundred and eleven is the average. 
The Crarrman. $5.50 a bale’ x 
a Mr. Branp. Yes. These standards are just out and are about to be 
_ distributed. We already have a number of orders for them. 
__ Mr. Taytor. That explains why it will be necessary to make ad- 
_ ditional spinning tests and also further investigations in the field 
_ to determine the relative values of colored cotton as compared with 
~ white cotton. 
The Cuateman. I was thinking, however, Mr. Taylor, as you had 
_ practically completed your investigation with reference to white cot- 
ton, that your expenditures in that direction would be comparatively 
nothing and that the money which you had been using heretofore 
_ might be used for other purposes. 
Mr. Taytor. Yes. That is the intention. 

Mr. Branp. Yes. 
The CuamrmMan. Then, why have you asked for this $6,000 ? 
Mr. Branp. In the first place, we have two grades to test through- 
~ out—11 standards as against 9. 
| Mr. Taytor. Our investigation with reference to perished staple 
| 


[ 
i 


wee ee 


and standards for length will have to be made in order to fulfill the 
needs of the trade. So that we are not near the end but just get- 
ting past the beginning on the standardization work. | 

r The CuarrMAN. I had been hoping that on this item you would 
~ yeach a point where you would begin to stand still. 

Mr. Brann. I think that is in a measure true, Mr. Chairman. Our 
method in this matter is perhaps a little different from others. You 
understand it is our aim to give the trade just as quickly as possible, 
with just as thorough investigation as we can in a given time, a 
standard that we begin to use. Then, we carry on reinvestigations of 
{hat standard and change the standard rather than deny the trade 
the use of it in the interim. 

The CuarrMAN. I am thoroughly in accord with that idea, too. 

We will now recess until 10 o’clock to-morrow morning. 

(Thereupon, at 6 o'clock p. m., the committee recessed, to meet 


to-morrow, February 12, at 10 o’clock a. m.) 








House or RepreESsENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Saturday, February 12, 1916. 
The committee met at 10 o’clock a. m., Hon. Asbury F. Lever 
(chairman) presiding. 


STATEMENT OF MR. C. W. THOMPSON, SPECIALIST IN RURAL 
ORGANIZATION, OFFICE OF MARKETS AND RURAL ORGANIZA- 


TION. 
The Cuarrman. Mr. Brand will now take up item 42, on coopera: 
tion, rural credits, etc., with an increased estimate of $6,360. 


Mr. Branp. Mr. Chairman, this ig the item under which we carry 
on investigations and a certain amount of demonstration work 
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designed to aid in solving problems connected with rural credits, 
insurance, communication, education, and ,social activities throug 
organization. Mr. Thompson, the project leader, is here, and I will 
ask him to present the work. 

The Cuairman. Before Dr. Thompson begins, let me say to the 
committee that it has come to my attention that Dr. Thompson is Just 
out of a sick bed, just over a spell of illness, and a good deal of his 
testimony, I happen to know, has already been printed. It is the 


testimony given before the joint committee on rural credits, and ] — 


will have the clerk get copies of that testimony, which will be avail- 


able to members of the committee. It will save us a great deal of © 


time, but in a general way, Doctor, you may give us what you have 
been doing in the way of rural credits, d 

Mr. Tompson. Mr. Chairman, the first topic under this assign- 
ment, as already mentioned, is rural credits. This study has included 
investigations of the costs of farm loans, both mortgage and short- 
time loans to farmers, including interest and extra charges for com- 
mission; also the facilities for supplying these loans. 3 

The chart which you see yonder on the wall illustrates, for farm 
mortgage loans, the State average for interest and commissions. 
The same data have also been compiled for subdivisions within the 
States, each State being divided into nine subdivisions, as used by 
the Bureau of Crop Estimates. I have here on the desk a number of 
colored charts which illustrate other forms of data on costs of farm 
loans which may be of interest to the members of the committee. 

By way of illustration, I will say that one of these charts shows the 
relative importance of the different rates reported for farm mort- 
gage loans in any given State. As a further illustration, another 
chart shows the relative importance under farm mortgage loans of 
the different plans in use as to commission charges, whether ad- 
vance-commission charges, commissions charged annually, along- 
side interest payments, or noncommission loans. We also have simi- 
lar data with reference to short-time loans—that is, loans on personal 
or collateral security—in which case we have compiled State aver- 
ages for the nominal rates and extra charges separately by States 
and the same data for subdivisions within the States. 

Then we have also made a study of the sources from which loans 
are obtained. On the wall you will see a chart showing the relative 
importance of insurance companies and banks as sources of farm 
mortgage loans by States. On the same chart*is represented an 
estimate of the total farm-mortgage indebtedness in each State. T 
have here miniature copies of the same charts. Similarly, under 
short-time loans, we have made a study of the relative importance 
of different classes of banks as sources of short-time loans, national 
banks, savings banks, trust companies, and State and private banks, 
«nd that data has been assembled in a manner similar to the data men- 
tioned for farm-mortgage’ loans. 

IT may say that a statement hearing on all of this was presented, 
as has just been stated by the chairman, to the subcommittee of the 
joint committee on rural credits. This statement was made on No- 
vember 15 and 17, 1915. and copies of it are here. The better part of 
two days was occupied in the presentation of this statement. 

The Cuarrman. I would like to say that the information con- 
tained in the testimony to which Dr. Thompson refers is exceed- 
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ingly valuable to those of us who are interested in rural-credits 
i legislation (and I know we all are more or less), and I commend 
it to your careful reading and consideration. 
_ ‘Now, Doctor, if you can do so very briefly for the benefit of the 
_ committee here this morning, will you tell us what conclusions you 
“have reached from these studies—what general principles you have 
found running through the whole of your studies. 
| Mr. THompson. Yes, sir; I shall do so. As regards costs, a glance 
at the chart will show that there is a wide variation as between the 
States, and, if you have the table of the subdivisions before you, you 
"will see there is likewise a wide variation in costs as between the 
- different parts of a State, oftentimes. 
, The Cuarrman. By cost you mean-—— 
_ Mr. Tuompson (interposing). | mean what the farmer pays for 
the loans. . 
The Cuarman. Interest ! 
Mr. THompson. And commissions and other charges. 
* Mr. Rusey. Annual commission—what do you mean by that ? 

Mr. Tuompson. The annual commission, as shown, is annual com- 
mission charged as such—that is, where commission is charged along- 
side interest—or, if it is advance commission, it is reduced to an an- 
nual basis, so that the figures represent annual figures comparable 


with the interest rate. 
Mr. Sreeve. I should like you to take up Lowa and analyze that 


for me. : 
I see you have there three lines—one blue, one red, and one brown. 


Now take the blue, and you will 
Mr. Tuompson (interposing). That is another chart. I shall be 


glad to take up Iowa if you wish. 
The CuarrmMan. Take up Iowa, and that will be illustrative of the 
whole proposition. : 
Mr. Sreeve. Explain that line there [indicating |—insurance com- 


panies. 
Mr. Txtompson. You refer to the sources of loans? 


Mr. Sreeir. Yes. 
_ Mr. Tuomeson. The chart shows that the total estimated farm 
mortgage debt of Iowa is about $450,000,000, out of which one-third 
of the total, or $150,000,000, is supplied by insurance companies. 
That is the blue line. 

Mr. Sreeiz. That is the blue line on top? 

Mr. Tuompson. Yes, sir; and about $100,000,000 comes from the 


banks, which is the red line. 

Mr. Sreete. Take up insurance companies. What rate does that 
indicate ? 

Mr. Tuomrson. The lines indicate the quantities or amounts of 
money. The rate question is entirely apart from this and represents 
the average for States, or for subdivisions within States. 

Mr. Streets. Now, what I am trying to get at is this: You have 
three distinct lines here. The insurance companies are the men who 
take loans on lands at, say, 50 per cent of their appraised value. 
They get them at a lower rate. Is that the analysis? 


Mr. Tuomrson. The insurance companies ordinarily select the bet- 
ter class of risks in farm loans. 
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Mr. Sreete. Suppose I want to borrow money and have a farm 
worth $20,000. It is located well, and I want to borrow $10,000. 
Then I go to the local company—the insurance company or the local 
company. ‘The insurance company seems to have the material, and 
they make me a very desirable loan. We get that at what we call 
a reasonable rate. For instance, we get it at 5 per cent, and maybe 
we have to pay one-half per cent commission for a five-year rate. 4 
Now, you have the banks there carrying another part of the mort-— 
gage. Is that a second mortgage on my farm at a higher rate? — 
For instance, I have gone along and I want to borrow $5,000 more. i 
The land is well worth $20,000. Is that the mortgage that I am 
carrying that you represent there belonging to the bank? 5 

Mr. T'nomrson. No, sir. I should say that the banks do not, as a | 
rule, invest their own funds in your second mortgage. 

Mr. Streve. But they do that to secure a loan that looks bad. N Ow, 
evidently that bank loan on real estate is for the purpose of fixing up- 
a loan. Is that the idea? Have you investigated that? - 

The Cuarrman. J do not think, Mr. Steele, you catch what Mr. 
Thompson is trying to illustrate here. This brown line [indicating] — 
represents the total indebtedness of the State, the blue line repre- 
sents the amount that is carried by insurance companies, the red 
line represents the amount carried by the bank, and the blue line 
and red line added together ought to make 

Mr. Srrerez. No. 

Mr. Txompson. There are other sources, 

The Cyarrman. I wanted to get that straight. | 

Mr. Srreix. I wanted to analyze this, because I thought it would | 
be good to have in your rural credits. What I wanted to get at was _ 
these bank loans, second mortgage or first mortgage. You know the © 
banks do that, don’t you? 
_ Mr. Rupey. These are separate loans on one farm, which he gets | 
from the insurance companies, and another one he gets from the 
banks; but the banks, as a rule, do not want second mortgages. 

Mr. Sreerz. No. | 

Mr. Retry. They can not take them. 

Mr. Srerie. That is what I am trying to analyze. You know the 
banks will carry a great deal of second mortgages to fix up the first 
Inortgage. ‘That will be charged up against my land as a mortgage. 
Now, the next line, that long line—who holds those mortgages? ; 

Mr. THomrson. That represents all loans, including insurance 
loans, bank loans, mortgage company loans, private loans, ete. 

Mr. Steere. For instance, I sell my farm to Mr. Rubey, 240 aeres 
or 320 acres, at $200 an acre. He has only a small amount that he 
can pay down. He is an industrious farmer, and he makes>me a 
small payment. 

Mr. Rusey. Thank you for the compliment. | 

Mr. Sreete. I am just illustrating. [Laughter.] Now, I want to 
retire, and all that I desire is my interest. I do not want to sell that 
land; and neither could he borrow the money from anyone else, from 
an insurance company, or from the banks; and consequently a great 
deal of that mortgage account is where you are selling land and 
where you are not getting large payments down. That rate of 
interest would be about 6 per cent. 
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_ Mr. Rosey. You call that private funds? 
_ Mr. Tuompson. Yes, sir. 


The Cuarrman. Suppose we let Dr. Thompson tell us about this. 
Mr. Tuompson. Among the sources of loans are, of course, private 


-sources—where private individuals loan to their neighbors, or where 


a man selling land takes a large share of it in the shape of a mort- 
gage note at a certain rate of interest. That would be one of a 
large number of sources that have been considered, but when it 
comes to the actual amount of loans that are secured, say, from pri- 
vate individuals, we have not been able so far to calculate the rela- 
tive amount of such loans as compared with the total. The only way 
we can form an opinion as to that part of the total is by a process 
of elimination. We take out the insurance loans, the bank loans, 
and such other loans as we could get at, and we know, then, that 
the balance must come from private individuals. 

Mr. Hewcrsen. In regard to bank loans, do you mean mortgage 
loans? 

Mr. Tompson. We are discussing mortgage loans now. 

Mr. Heucesen. In my country almost the entire amount of loans 
made by banks comes from private individuals. The bank may 
make it to-day. but it keeps turning all the time. 

Mr. Tuomprson. The figures given here, however, for bank loans 
represent the loans that banks have outstanding from their own 
funds; they do not represent the loans which the banks may make as 
agents, where they may handle the money of private lenders, insur- 
ance companies, savings banks, etc. 

Mr. Rupry. You can pick up the bank statement at any time and 
find out how much in real estate loans they have in the bank. 

Mr. Tromeson. We have made a distinction between the loans 
made by banks from their own funds and loans made where the 
banks are agents for others. ‘Those are tabulated separately. 
~ The Cuairman. Doctor, proceed in your own way to tell us what 
conclusions you have reached from these studies, possibly as to the 
rates of interest in the various States, the amounts of commissions 
charged in the various sections of the country, and whether these 
rates, costs, and charges should vary, and what underlying funda- 
mental factors there are that enter into those things. I think that 
will be something the committee will be most interested in. 

Mr. Tuomeson. I think a glance at the tables or figures which are 
before the committee will show that in the case of farm-mortgage 
loans the rates vary from 5} per cent up in the New England 
territory to over 10 per cent in the South and in the Rocky Mountain 

sections. The tables show what part of those averages is interest 
and what part is commissions. One conclusion is that both commis- 
‘ons and interest rates are lowest in the older and more highly de- 
veloped agricultural sections of the country and that both commis- 
sions and interest rates are higher in the relatively less developed 
agricultural regions of the South and the West. 
"Mr. Rey. That condition would be naturally expected, would 


it not? 
Mr. Txrompson. It would be as one proceeds with an analysis of 


the factors. 
Mr. Howers. Do you think the rates are too high ? 
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Mr. Tuompson. In answer to that question, it seems to me, as one 
looks over the figures for interest rates and for commissions, as we 
have them for certain sections of the country, the charges run un- 
necessarily high. That is, we believe that there is certainly room — 
for improvement with reference to those conditions. zt 
Mr. Howe t. Do they include practically the whole country ? 7 

Mr. Tuompson. Our study includes the whole country. I do not 
ow that I quite understand the question. ; 
Mr. Howerrn. Your statement that the rates are too high—does — 
that include all sections? 

Mr. Tuompson. I would not say that.. In some sections, we be- 
lieve the rates are reasonably low. [ 
Mr. Hower. Let me ask specifically, do you think the rates are _ 
too high in New Mexico, for instance ? 
Mr. THompson. I believe there is room for much improvement 
ith reference to New Mexico. ; 
Mr. Hower. How about Kansas? | 7 
Mr. Tuompson. The same would apply to Kansas. ' 
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Mr. Howrrx. And of other States through there? 

Mr. Tuompson. Yes, sir. ; 

Mr. Retry. Have you made any investigation as to the losses 
through mortgage loans? 

Mr. THompson. I have tried to get information with reference to 
that, and so far as our information goes it tends to show that there is _ 
not the relation between losses and high rates which some would . 
expect to find; that, on the other hand, in those sections of the country 
where the rates run very high and the commissions run high, we 
find that there has been a tendency to build up machinery to protect 
the situation, as it were, against loss. 

Mr. Remy. Do the losses constitute any perceptible amount of 
the total? 

Mr. THompson. On inquiry from insurance companies we find that 
the losses have been practically nothing. The same has been our 
- experience in our inquiries from other sources. Of course, it varies 

naturally as between different agencies within the same class some- 
times. ; 

The Cuamman. Have you found that the losses on farm mort- 
gages are relatively small? 

Mr. Trompson. 'They are relatively small. 

Mr. Streetz. That is, at the present time? 

The Crairman. Yes; at the present time; so that your data would 
indicate that loans on farm mortgages are well protected ? 

Mr. Tuomrson. That they can be well protected. 

The Crarrman. And that, if they are chosen with care—in other — 
words, if you have administration of the proper kind 

Mr. Hower (interposing). They are high-class securities. 

Mr. THompson. Yes; you have a high class of securities. 

Mr. Streetz. Meaning that good lands are well defined, so that the 
dapeag companies know about the value of the particular lands at 
this time. 

The Cuarrman. Will you indicate to the committee, for instance, 
why it happens that in the State of North Dakota the rate of interest 
plus commissions runs into the neighborhood of nearly 9 per cent? 
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It is true also of Alabama, Florida, Arkansas, and Montana. It 
is not quite so true of South Carolina and Georgia. What factors, 
_ or fundamental factors, enter into the making of these higher rates? 
_ Mr. Txompson. I should like to say, Mr. Chairman, that I would 
_ prefer to select one State at a time of the States you mention. 

_ The Cuarrman. Suppose you take two. 

Mr. Hetersen. Take North Dakota. 

Mr. Tuomrson. As far as North Dakota is concerned, I would 
first call attention to the variations within the State. I have before 
me the averages for interest and commission rates for different dis- 
-tricts within North Dakota. We divide that State, as we have all 
the others, into nine districts. To give you a picture, take this chart, 
and at the top, beginning on the west end, number eastward 1, 2, 3; 
take the center districts, 4, 5, 6; and at the bottom, 7, 8 9—-9 being 
-in the southeastern corner of the State. Let me give you the figures 
_ for the districts of North Dakota to show the wide variations within 
i the State: 





? North Dakota: CORINA DMES 
b te et tk et dF ee = 9.0 
el il lc RE iA 8.6 
3 ae aa a a ll sagt pe a a al ep alco i. apa 7.6 
: a SE ES ee i ee a ee oA A 10. 1 
iS. a I EE Sa i i a a a SOR ds SY 8. 2 
5 I RE 8 BE ea eh i 7. 4 
{ ne eee 1 
£ ac ac hc ee 9.6 
remrrerr. te 000m) 1. SEP SOR et as ee eee et ere 
= You will notice that the highest rates are found in the districts 
_ farthest west (Nos. 1, 4, and 7), and the lowest figures in the Red 
_ River Valley (districts Nos. 3, 6, and 9). 


Mr. Hencesen. Do your figures include commissions? 

Mr. Tuomeson. Yes, sir. 

Mr. Hetcrsen. I notice the commission is among the highest in the 
United States—approximately 2 per cent. 

Mr. Tuomrson. Yes. 

Mr. Heucesen. As I recall the relative degree of settlement in 
North Dakota, this rate corresponds in some degree at least with the 
population in the locality. In other words, the more thickly settled 
sections have the lowest interest rates. Now, what conclusion do 
you draw from the increase that you have just stated ? 

The CuairMan. That is one factor entering into it. Now, give us 
the other factors. ° 

Mr. Tuompson. You would have to begin with certain fundamental 
natural conditions—rainfall, to begin with. As you proceed westward 
from the Red River, the rainfall becomes less and less, and you will 
find a very perceptible correlation between the rainfall and the rate 
of interest. Closely connected with rainfall would be certain natural 
hazards—hot winds, for instance, or other conditions of that kind. 

Mr. Hetcrsen. Then, of course, there is the character of the coun- 
try. The western part of North Dakota, for instance, is a broken, 
rolling country, with less good land for farming than there is in the 
“east, where every acre is tilled. 
~ Mr. Tuomrson. I was going to mention next what has been sug- 
gested by the Congressman, namely, soil conditions, which, in turn, 
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are really a product ¢nd part of certain other factors, like rainfall. 
as you know, and climate. Now, it is not difficult to point out the 
very important correlation between soil conditions and the situatio 
with reference to the cost of farm loans. All those facts in turn 
react upon methods of farming, kinds of farming, and the relative 
safety, you may say, of farming, which is the fundamental fact afte 
all. The man who lends money wants to be sure he will get it back. 

Mr. Hetcesen. Have you made any investigation as to the per- 
centage of loss on farm lands at all in the United States? 

Mr. Tompson. Just before you came in we discussed that matter, 
and at that time I made the statement that, as far as actual loss goes, 
there seems to be, from the information we have, no increase in loss — 
as you go into the high-rate country. 

The CuHarrmMan. Now, Doctor, you have not completed the factors 
that enter into the differences in rates. 4 

Mr. Tuomrson. I have mentioned rainfall, climatic conditions, soil 
conditions, methods of farming, and the next factor I will mention is 
distance from financial centers or from the source of this particular 
investment capital. . 

Mr. Sreeve. You have to figure up the credits, too. These older 
sections have a better credit that brings their rate of interest lower 
than the new countries. 

Mr. Tuomeson. I think a good way of stating that would be that 
they have better credit as the result of all these factors we are 
enumerating. : 

Mr. Reiniy. Is not the most important factor, on interest, the 
amount of money available for loaning purposes? You talk about 
the land in western North Dakota. Do not all those factors enter 
into the value of the land? Any banker will lend over 50 per cent 
of the value of the land. They must be just as certain of getting 
their money back in North Dakota as in Wisconsin. 

Mr. Tompson. I shall be glad to take that up after I have enum- 
erated the other factors I am about to mention. 

I mentioned, for instance, distance from financial centers. Watch 
the interest rates as you go out from all the large financial centers, 
and see how the interest rates go up as you get away from the — 
financial centers. Attention was called just a moment ago to the 
State of Iowa. Look at the sources of loans in the State of Iowa 
and see who it is that furnishes the farmer with loans in that State. 
We have indicated on the chart only insurance companies and banks. 
If you look at the map, the dotted map showing the banking situa- 
tion in Iowa, you will find the whole State honeycombed with savings 
banks, and you will find that a large fraction of the loans come 
from the savings banks of Iowa. I have already mentioned that one- 
third of the total of the farm loans of the State come from insurance . 
companies. | : 

Mr. Hrenersrn. Well, you take, for instance, North Dakota. You 
have $100,000,000 of farm loans; you have got about eighty or eighty- 
five millions carried by the insurance companies. 

Mr. Streets. Forty-five millions, 

Mr. Tuomrson. About twenty millions. 

Mr. Hercrsen. About twenty millions carried by the insurance 
companies and five millions by the banks. Who carries the balance? 
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_ Mr. Tuompson. Either mortgage companies or private lenders, 
but a large part of the mortgage companies or loaning agents get 
hei money from their loan connections. | 
Mr. Rettiy. In our section there are local people lending money 
in the Dakotas or other outside States. A man will start a loaning 
“agency and get the money and lend it back to the settlers. It is in 
the form of private individuals. 
Mr. ‘ltHomeson. Wisconsin affords a very interesting illustration 
of a State which, in large part, supplies its loans from local capital, 
and that explains why it is when you come back to commissions that 
the average commissions in the State of Wisconsin run relatively 
low and vice versa when you turn to some States like North Dakota, 
Georgia, and Oklahoma, where you find that they charge high 
‘commissions. You will also be interested in knowing that a very 
large fraction of the total farm loans in such States come from the 
outside. 
The Cuarrman. It is a fact in well-settled, old-settled communi- 
" ties, near financial centers and near the sources of money, that the 
~ value of the farm loan is so well known that that greatly affects the 
rate of interest? . 
_- Mr. Tuomrson. Undoubtedly. 
- The Cuarrman. What I am trying to bring out is whether or not 
’ the liquidity of the asset has anything to do with the rate of interest. 
Mr. Tuompson. It has. 
' The Cuarrman. So, if any system can be devised whereby you 
_ ean give greater liquidity to the security, the necessary consequence 
must be a falling of the rate of interest on that kind of security. 
Is that a proper deduction? 

Mr. Tuompson. Yes, sir; I think it is. 

_ Mr. Hexexsen. That is an-interesting thing, but how far back have 
you gone with your investigations? 

_ Mr. Tuompson. These data represent existing conditions as recent 
as we could bring them together. 

§ Mr. Hetersen. As far as State loans are concerned in North Da- 
; kota, I do not know of any losses. If there are any, they are ex- 
tremely small. | 

Mr. THompson. Very few. 

Mr. Hetcrsen. I do not know where in the United States the se- 
eurity is safer, and yet the interest rates are higher. 

Mr. TuHompson. The answer which I made a while ‘ago is that 
there is no relation apparently between the actual losses and the 
interest rate. | ' 

Mr. Anperson. It seems to me when you put the proposition on 
the basis of land values that you overlook, to some extent at least, 
the question of uniform and continuous earning capacity of the land. 
You know up in North Dakota you may get a crop one year and the 
next year you may not. 

Mr. Heucrsen. Since when? In what secticns? 

Mr. Anperson. Jn sections there for a good while. 

Mr. Hetcrsen. Not to my knowledge, and’I have been there 30 
years. 

Mr. Anverson. Oh, I am not asking you to admit it, but it is a 
fact just the same. 
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Mr. Streets. Mr. Helgesen, is it not a matter of fact that South 
Dakota and North Dakota br ought disrepute on themselves some 25 
or 30 years ago when the insurance companies went out and loaned 
their money in that western country, thinking it would develop as 
Towa, Minnesota, and eastern South Dakota had, and they extended” 
it out so far that it bankrupted a great many imsurance compas 
and the lands were sold under mortgages? 

Mr. Heuorsen. No. In: 1898 and 1894, during that severe panic, 
some of these New England companies which had enormous loans 
in North Dakota withdrew from the State, and not one of them lost 
a dollar, and since that they have all eotten back into it. There were 
some losses in all the Western States for this reason: They were 
placed through agents who had no other interest in the loans than” 
to place them, and they were carelessly placed, and accepted by 
the men who loaned the money without knowing that the agent did 
not even try to get good security but looked out for his own com-— 
mission and turned over any loan he could get. You can get that 
kind of loan in any State in the Union to-day. ; 

Mr. Sreeve. Well, it may have been South Dakota. Along in 
those early days the loaning companies took those loans and sup-— 
posed they were going to be good agricultural] lands, and then the > 
dry season came along and drove all the farmers out of the country, — 
when, of course, the credit was broken. 4 

Mr. Hercrsen. A thousand dollars a quarter represented more — 
than the land could be bought for. 

Mr. Streets. Not at that “time, because the homesteaders who veined 
on there thought their land was ‘worth two or three thousand dollars 
a quarter. 

1 was just bringing out the point that, having had a breakdown ~ 
in their credit at that time, they have been slowly building up, and 
consequently I think that a community should build its credit up to 
get low rates of interest just the same as an individual. 

The CuHatrMan. I take it as a fundamental fact that the good 
character of the security has something to do with the interest rates. 

Mr. Reriity. Undoubtedly. 

Mr. THompson. Certainly. 

Mr. Rettiy. Have you any specific instance where any bank or 
insurance company has lost one cent? 

Mr. Tuompson. Our records of insurance companies show almost 
entirely a clean slate. It is not entirely so, however. Some com- 
panies have admitted that a very insignificant fraction of 1 per cent 
has had to be dealt with out of the ordinary way. 

Mr. Rupry. I want to ask if you have taken into consideration, in 
estimating your rates, this condition: An insurance company has an 
agent in the State. They allow him a certain commission for mak- 
ing those loans. He makes me a loan of $5,000, and I give him a 
mortagage on my farm for $5,000. He lets me have the loan at 54 — 
per cent, and he gets 1 per cent commission, which amounts to $50 © 
for five years. [am not able to pay that commission, and I give a 
second mortgage on the farm for those commission notes payable — 
annually, and I have the option of paying the principal off at any — 
interest-paying date. At the end of a year, for instance, I may sell 
my farm, and I want to pay that off. Now, I can pay off the mort- 
gage. I have got to pay off every one of those interest notes for $50 
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each in advance for the five years. That will necessarily, when con- 
sidered in connection with the rate of interest, raise the rate of inter- 
est that I actually pay on that farm. Have you taken that into con- 
sideration in fixing these rates? 

' Mr. THompson. Yes, sir. We have put that information on one of 
the charts which are here on the table. You will see a comparison 
of the different commission methods and the relative importance of 
‘different methods in different States. We have compared the no- 
sommission method with the advance-commission method and with 
the installment-commission method. 

_ Mr. Steere. The proposition that Mr. Rubey made there was, did 
‘you determine that the agent guaranteed to the insurance company 
‘the payment of $5,000. Have you determined that feature of 1t? 
Mr. Tuompson. I do not know that I understand the question. 

_ Mr. Sreets. The proposition he made is, did you find out whether 
‘the agent guaranteed the payment of $5,000? 

_ Mr. THomrson. Yes, sir. We have information to that effect. 

_ Mr. Rupey. It is very rare that they do that. You will find that 
the methods employed generally by the large insurance companies 
are different from the methods employed by the smaller insurance 
companies, because the large insurance companies have their own 
‘loan department and rarely run their own mortgage-loan banks. 
The smaller companies go out into the market and buy their own 
mortgages. 

Mr. Sreere. I know that the agent in my town who turns in such 
_ property or sales is required to guarantee it. He guarantees it, and 
for this guarantee is the additional rate of interest. 

Mr. Tuompson. The larger insurance companies each have their 
own loan departments and have agents located in the leading loan 
sections. They have connected themselves up with local correspond- 
ents or agents, and for that purpose they appoint a bank, most often 
a local bank, which receives applications, and the bank deals with the 
farmer direct and sends the applications to the company. Generally 
we find that the insurance companies hold their local agents re- 
sponsible within a limited period. of time for the mortgages, until 
they are finally accepted by the insurance company. Every large 
insurance company has its own appraisers who go over the field and 
look over every individual mortgage before they finally accept it. 
Pending examination of the individual plot of land by the appraiser 
of the insurance company, they hold their local agent responsible, 
and if they find that the security is not up to the standard they turn 
- it back to the local agent. 

The CuatrrmMan. Let me ask this question, as bearing on the funda- 

-mentals of this proposition: Would the question of the permanency 

of the loan, in cases of investment, from the standpoint of the in- 

vestor, have anything to do with the rate of interest? Would the 

length of time cut any figure in the rate of interest that the investor 
in that kind of security had? 

Mr. Tuomrson. Undoubtedly. 

The CuarrmMan. Do you draw this conclusion, that the longer the 
life of the investment, relatively, the lower the rate of interest ? 

Mr. Tuomerson. We know that the investor will accept a lower 
rate on an investment if he knows it will run undisturbed for a long 
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period of time, rather than to have it come back to him, say, after 
year or two. ; 
' The Cuarrman. In other words, the investor does not want to r 
put to the trouble of looking after and keeping up the investment? 

Mr. THomrson. No, sir. 

The Carman. He is looking for the interest at fixed stated 
periods? r 

Mr. Tompson. Yes. | Ve 

Mr. Sreeve. In your survey did you find that in fixing the a 
of interest the character of the borrower was largely taken into con- 
sideration ? 

Mr. THompson. The character of the borrower is a very important 
factor in all these matters. 

The Cuarrman. Now, gentlemen, I think that Mr. Thompson has 
given you a good idea of the different elements that enter into the 
fixing of rates and commissions. I want to ask two or three ques- 
tions to see if we can not summarize this information. 

What is the average rate of interest on farm mortgages in the 
United States? 

Mr. Tompson. It varies from 54 to about 10 per cent; that is, th 
State averages all vary. We hesitate, in view of those large varia- 
tions, to give a blanket average for the country, because all averages 
are misleading. Even the averages for States are misleading, as 
we have shown from certain illustrations already given. ks 

The Cuarrman. The statement has been made, and very largely, 
quoted and relied upon, that the average rate is something in the ; 
neighborhood of 8 or 84 per cent. Is that too low in your judgment? : 

Mr. THompson. If we are to weight the average, which would make 
a true average, I should say that would be a high average. ; 

The Cuarrman. What, in your judgment, is the average commis-— 
sion charged on farm loans in the United States? 4 

Mr. Tuompson. Again, I should like to answer as I answered the 
question regarding interest rates, by saying that it varies from 
practically nothing, as you see in States that are practically self-— 
supporting in reference to farm capital, to as high as 2 per cent in 
some of the newer and relatively undeveloped States. 

The Cuatrman. What have you found to be the average extra 
costs, aside from interest and commissions on farm loans? 

Mr. THompson. We have considerable information on the costs of 
the other items. You undoubtedly refer to the abstract of title and 
recording fee. 

The CHarrman. Yes. 

Mr. Tompson. You have the making of the abstract in the first 
place, and then the examining of the abstract afterwards, which is 
another item. These are two separate costs. } 

The CuarrMan. Certainly. 

Mr. Tuompson. There is the recording fee. Anyone familiar with . 
the farm-mortgage business knows that there is a very wide variation 
in the cost of the abstracts of title, depending upon the number of 
entries you have to make to complete your abstract. It may be $10 or 
$150. It is very misleading, I believe, to try to give any blanket aver- 
age, because the figures depend so much on the specific conditions on 
which the abstract itself is made up. 
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| The Carman. Could you give that in percentage, varying from 

. certain per cent to a certain per cent in different sections of the 

country ¢ 

_ Mr. Hexcrsen. That is not run on a percentage basis. 

_ The CrarrMANn. I know it isn’t, but I thought maybe he had cal- 

culated it. 

Mr. Tuomerson. In the light of the large variation, it is not deemed 

wise to calculate it in percentages. 

The Cuarrman. Then, you say that the cost of this abstract of title 

varies from $10 to $150 or more? 

Mr. Tompson. Yes, sir. 

The CuarrmMan. What, then, would you say would be the average 

‘cost—the total cost—upon farm mortgages in this country? You 

have from 5 per cent to 10 per cent in interest rates; you have from 

no per cent to 2 per cent in commissions; you have from $10 on a 

hundred-dollar mortgage to $10 and up to $150 ona thousand-dollar 

‘mortgage for registration, title, inquiry, ete. About how much would 

you estimate the cost now on a farm loan! 

~ Mr: Tuomrson. In presenting our data, Mr. Chairman, to the sub- 
committee of the joint committee on rural credits, we thought best 
to combine the average for interest with the averages for commis- 
sions, which could be put on an.annual basis conveniently and fairly 
accurately. 

The CuatrMan. Yes. 

-Mr. Tuompson. We did not see fit to try to combine with that the 
computed averages for abstract of title, for instance, and other costs. » 

_ Therefore, the sum of those first two items is presented, and I think 
that the variation in the other items, due to character of the loan 
itself, is such that it is of doubtful value to try to give a total. 
The Cuarrman. I am inclined to think that you are correct about 
that. So that the average cost on farm loans would be anywhere from 
5 to 10 per cent for interest, and from no per cent to 2 per cent for 
commissions, plus whatever charges are customarily charged in the 
section or community for inquiry into the title, registration fee, etc. ? 

Mr. Tompson. Yes, sir; that is correct. 

The Crarrman. And each member of the committee, from the 
standpoint of his own community, would have to estimate the other 
— costs? 

Mr. Tuomrson. Yes, sir. 

| Mr. Lesuer. What did vou find in the States with reference to the 
relation of taxation to loans? In Pennsylvania, the lender has to 
pay 4 mills. Did you find that varies in the States? 

~ Mr. Tuomrson. Yes, sir. ; 

Mr. Lesuer. What is the variation ? 

Mr. Tuompson. The subject of taxation has undoubtedly a very 
definite relation to interest rates in the States. T may say that such 
information as we have, as well as such conclusions as we can draw 
in the light of our general knowledge, leads us to state that, in our 

opinion, there is a definite relation between the tax rate and the in- 
terest rates charged upon loans. 
- Mr. Lusuer. In the State of Pennsylvania, a man could make a 
loan for 5.4 per cent so as to get 5 per cent. T know it plays an 1m- 
portant part up there, because they make a loan of 5.4 per cent so 
as to get the 5 per cent and still cover the tax. 
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Mr. Hurcnsren. I was going to say that in some States where the 
foreign lender does not pay any tax they get the highest rate of in- 
terest. 

The Cuarrman. Would the factor of the taxation of the mortgage 
have anything to do with it? 1 

Mr. THomrson. I would include that in my statement. 

Mr. Reiter. Is it not a fact that the question of abstracts of title 
and the costs of the same are frequently eliminated, as it is a ques- 
tion of only a couple of dollars? 

Mr. Tompson. That varies very much in different parts of the 
country. We often find, where they are a little bit in doubt as to 
the character of the work done by the men who made up the ab- 
stract in the first place, that there may oftentimes be unneces- 
sary costs In running back and repeating work that has been done 
before. We find that in many sections of the country. We also 
find, aside from that, that the cost of examining the abstracts is 
very important. : 

Mr. Steere. Those are all necessary expenses, are they not? 

Mr. Txompson. I should say they are necessary expenses as long 
as your system of title registration or the recording of titles is as it is. 

Mr. Steete. How would you compare the Canadian method with 
ours, as to economy ? 

Mr. Tompson. I would say that the system that has been adopted 
in some provinces in Canada and some countries of Europe and the 
Orient has, in many cases, led to decided improvement in reference 
to that phase of the question. 

Mr. Heicrsen. Under our present system, there is a manifest in- 
justice to the man who has to borrow money in regard to the ab- 
stract of title, because, if I make a loan, the lender has to furnish an 
abstract, and the abstract has got to go with me, as a guarantee to 
the man who furnishes the money. In the course of five years you 
find that you can not pay the mortgage and may want to make a loan 
somewhere else—perhaps at a better rate. The man who lends the 
money holds the abstract, and you have to make a new abstract, and 
then the other one is on your hands. It doubles the cost. 

Mr. Reiiiy. All you have to do in Wisconsin is-to get a certified 
copy of the original abstract and go to any lending company and 
it is accepted. 

Mr. Hexcxsen. A certified copy will cost as much as the original. 

Mr. Remy. No, sir; anybody can certify to a copy. A clerk can 
do that. It takes an expert to draw an abstract. 

The Cuarrman. Let Mr. Thompson proceed now; he is a sick man 
and we do not want to tax his powers. Dr. Thompson has given us 
a pretty good idea of his work on rural credits. 

Mr. Hercrsen. What, in your opinion, is the value of the so-called 
Torrens system of Canada? 

Mr. Anprrson. That is not the Torrens system in Canada. The 
Torrens system was originated in Illinois. 

Mr. Tompson. I do not believe that we should let a mere name 
divide us. I think you have in mind where you have a certificate of 
title in place of the recording system. 

Mr. Anperson. That is it. 

Mr. Hercrsen. In Canada you can, for a certain price, have your 
title examined by the Government by paying a certain percentage 
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of the loan, which is very small. The Government takes over the 
responsibility and issues a certificate, and in case any other party 
comes in afterwards the Government is responsible. 
| Mr. Tompson. We are thinking about the same thing. When I 
said certificate, of course, it was a Government certificate that I 
had in mind. It seems to me there are obvious advantages in having 
a certificate system. 
The Cuarrman. Are there any further questions? 
_ Mr. Rosey. The difficulties we have in our country under the 
present conditions are that a man borrows $5,000, and when his term 
expires he is no better able to pay it than when he began; he is com- 
pelled to borrow again, and so there is a repetition. Have you 
taken up the question of having him pay a higher rate, and pay 
a part of the loan in installments, so that at the end of a certain 
period he will have paid off the loan? Have you taken up that 
matter ? 
_ Mr. Tompson. Yes, sir. 
a Rusey. Can you give the committee a little information on 
that? 
Mr. Tuomeson. That would come, I take it, in any suggestions 
that might be made with reference to proposed improvements. 
' The Cuatrman. Yes. 
_ Mr. Rupry. The question as to appraisals would, I take it, include 
a number of matters. 
~ Mr. Tuompson. Confining our attention first to the farm-mortgage 
loan problem, it seems to me that anything that will tend to encour- 
age local savings or render local capital better available for farm 
loans is to be encouraged; and likewise anything that will facilitate 
the flow of distant capital into any given locality where farm- 
mortgage loans are being asked for. Now, as stated in the earlier 
part of the testimony, where we find high commission rates we also 
find relatively large amounts of capital coming from the outside. 
Naturally, it is important that such localities should be able to get 
outside capital in an economical way. 
It seems to me that it is also important in those localities to lend 
every encouragement possible to the building up of suitable facilities 
for the accumulation of the local capital, for the reason that you can 
“never build up a substantial credit system in any locality unless you 
- give attention to the garnering of local savings and building up of 
Tocal capital as a part of the program. In other words, if you do not 
attempt to show that there is some local capital available, the chances 
are that you are not going to inspire confidence in outside capital 
so readily. J am not attempting to minimize the importance of 
getting outside capital, but I believe you will find, in those sections . 
of the country where they have built up the best credit systems, that 
they have accumulated, as part of their business, a considerable 
amount of the local capital available for that particular kind of 
credit. bd a : 
Now, for handling the outside capital, which, under existing cond1- 
tions, and under any conditions, would have to reach across and 
pass over several States, it seems to me that relatively large institu- 
tions could very well be established. pT TIO ee 
The CuarrmMaNn. What do you mean by “ large institutions”? Have 


you anything specific in mind ? 


182 AGRICULTURE APPROPRIATION BILL. 






Mr. ‘THomrson. I am thinking now of institutions that woul 
serve in the nature of factories, to assemble well standardized mort-_ 
gages and convert them into liquid securities and be of such charae- 
ter as to go into the best investment markets and market the securities 
to the best advantage. 4 

The CrarrMan. Interpreted into present day thought on this — 
subject, you have in mind a system of land banks, to convert farm ¢ 
mortgages into farm bonds? 

Mr. Rusry. He has not finished answering my question. I do not 
think you got the question. I am trying to get at the amortization 
feature. ) 

Mr. THompson. Going over the explanation as to what the rela- 
tively large institutions would be, it would be important to explain 
the features that would enter in. Naturally there is the question © 
as to what is required when you come with a bond that will float on — 
the market at a low rate. What are the requirements of such a bond? 
What kind of mortgage can you put under it, in order to make the - 
bond go into the market and take its place alongside other investment 
bonds‘ One of the things is the time element. Another element en-— 
tering in is the question of standardization. Now, if the mortgage — 
runs a certain length of time, great care must be taken to see that the — 
security is kept up and that there is no depreciation during the term — 
of the mortgage. The amortization requirement is one means of _ 
improving this security, since it gradually reduces the debt while 
the security remains the same. That is one reason why that has been — 
given such important consideration. Another reason is that those ; 
farmers, for instance, who are willing to take a loan and comply — 
with the amortization requirement will automatically, as time passes, — 
not only pay the interest but the principal, and when a certain time 
has elapsed the debt is paid. 

Mr. Rupry. As to the rates, have you figured out what would be a 
proper rate to have in order to carry out and pay off loans, say in 
20 years, 25 years, etc? 

Mr. THompson. You mean amortization tables? 

Mr. Rupry. Yes. 3 

Mr. TuHompson. We have amortization tables at hand to show 
you, which are really a part of the exhibit. 

Mr. Remy. I had the same thought that Gov. Rubey had in mind. 
You pay 5 per cent, with 1 per cent to get the loan, to the, 
agent, and then it provides, in most of those loans, as I understand it, 
that you can pay a part of the principal on any interest-paying day. 
Then, if you pay a portion, say one-half or one-third the first year, 
e you figure out the interest, you would have to pay for the whole 
oan. 

ed CramMan. That is all worked out in standard amortization 
tables. 

Mr. THompson. As I said, a moment ago, we have in one of the 
Eee which is here as an exhibit a number of these amortization 
tables. f 

The Crarmman. I will have to ask one question in connection with 
that. I do not believe it was asked before the joint committee. Have 
you determined what effect, if any, the principal of amortization has 
in reducing the rate of interest on a given loan? Does the fact that 
the investor knows that repayments on the principal are bound to be 
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made periodically have any effect on him in making a lower rate 
of interest ? , 

Mr. Tuompson. It does, undoubtedly. 

Mr. Haveen. Is it not a fact that in all loans that are made the 
borrower has the right to pay $100 or any multiple thereof on any 
interest-paying date! j 

Mr. Tuomerson. In some sections that does apply. 

Mr. Havcen. Not all? ? 

Mr. Tuomerson. No, sir. 

Mr. Havcen. To what extent is that practiced 4 

Mr. Tuomrson. That is a very common practice in the corn belt. 
Mr. Haucerx. Where good security is offered Y 

Mr. Txowrson. It is being introduced to some extent in certain 
other sections. 

Mr. Hexucrsen. Mr. Thompson, it struck me that your reply a 
while ago was somewhat conflicting with the former testimony. You 
said that where a certain percentage was paid back in amortization 
jt would tend to lower the interest, that is, that the lender would be 
willing to accept less interest on a short-time loan, and I understood 
you to say previously that the lender would lend the money for a 
Jess rate on a long-time loan? 3 

Mr. Tuompson. I think not. In the case of amortization loans, 
it is not to be assumed that the investor himself gets back those 
amortization payments. It is the big land banks that get them back. 

The Cuamman. That is the way. 

Mr. Hercesen. That is what I wanted to bring out in my inquiry. 
Just one further question: Have you ever, in your investigations, 

been able to determine in the various States what the actual loss has 
been in farm-mortgage loans for the last 10 or 15 years, after the 
almost slipshod methods in which they have been placed? 

Mr. Tuompson. I think, before you came into the room, Mr. Con- 
gressman, the question was raised and a statement made. 

The CuarrMaNn. Yes. 

Mr. Tuomeson. But there is not, as far as my information goes, 
any definite relation between actual loss and high rates, and yet I 
should like to add this, that when I stated_a moment ago that the 
data given represented present conditions I would not imply that 
we have not investigated historically the farm-loan situation. We 
have. We have not only looked into present conditions but we have 
also made a study of the changes in the loan situation, going back 
over a certain period of time. 

Mr. Hexcxsen. I presume you will concede that in the enactment 
of a farm-mortgage law that, if we should pass any such bill as that, 
one of the principal things necessary would be the probable amount 
of loss. I do not care if you give it now, but if you can furnish 
that information, if possible by States, it certainly would be very 
desirable. 

The CxrAiRMAN. It seems to me, Doctor, your best answer to that 
would be the losses on that kind of security in countries where they 
have well-established systems of rural credits. Could you give that 
too? | 
Mr. Tompson. Mr. Chairman, I take it that in the establishment 
of a farm-loan bank system one of the primary aims will be to make 
that system a means of standardizing farm-mortgage securities. As 
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# necessary corollary to that, the test would come in fixing stand 
ards and then selecting, by proper administrative niavhinery, mort. 
gages to conform to those standards. It seems to me we can get 
some very valuable suggestions in that connection from the ma- 
chinery of the large insurance companies. Some of these insurance 
companies reach over a major section of the territory of the United 
States—single insurance companies—and they have built up their 
own machinery, fixed their own standards, and operate with practi- 
cally no losses. They have kept records and assembled information 
by localities and have plats and diagrams at hand to show this in- 
formation. | 

Mr. Hrxcrsen. In your opinion, then, if the loans were properly 
placed, there could be no losses? | ‘a 

Mr. Tuompson. If loans are properly placed there will be no need 
of losses—of any considerable losses. | 

Mr. Hexcrsen. As an illustration of that, there is one big insurance 
company in our State that has been lending from a million and a 
half to two million dollars a year for the last 15 years, and they have 
never lost a cent. That shows a possibility of making the bonds 
so good that there can not be any losses: That is one of the diffi- 
culties we have run into in discussing this—how much the losses 
will be. : 

The Crarman. You have a complete answer to that in the records 
of the various rural-credit systems of many other countries where 
the losses have been practically nothing. Even now we have 
machinery in this country where the losses are practically nothing. 

Mr. Hexcrsen. I think that answers the question better than ref-— 
erence to the foreign countries. | 

Mr. AnpErson. What part of the interest rate is represented by 
the actual cost of making the loans—I mean the entire cost of making 
the loan ? = 

Mr. Tuompson. That would vary to a very considerable extent in | 
different sections of the country. That reopens the question of 
whether you are in a locality where you are dealing with outside 
capital, where the costs are higher than in the case of local capital. 

Mr. Anverson. Take, for instance, the large insurance company 
with all the machinery necessary for standardizing the loans, ete., 
the making of appraisals included; what proportion of the interest 
rate in a case of that kind is represented by the machinery in making 
the loan? j 

Mr. THompson. To give a blanket statement would suggest some- 
thing that would be misunderstood very much, I think. If I under- — 
stand the question, it is one that I would prefer to discuss and point 
out elements in rather than to give a specific percentage. 

Mr. Anperson. Perhaps the question would be easier to answer if 
I changed it. There are some bills still in Congress which provide 
for loans practically direct from the Government. T here may be 
no possibility of such bills passing, but that raises at once the ques- — 
tion of the cost of making the loan. 

Mr. TuHomrson. The cost of making the loan depends on the 
volume of business and on the kind of territory you are operating in. 
1 could illustrate it better, perhaps, by pointing out certain things | 
which would show that clearly. T have just shown on the chart that 
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one-third of the farm-mortgage loans in Iowa come from the insur- 


ance companies. That 1s practically outside capital, and yet there 


is such a bulk of business there that you can run it on a very small 
margin, as anyone who is familiar with the situation knows. Let me 


_ take one specific phase of the situation, by way of illustration: In ap- 
_ praising a farm in some localities, it may be necessary to send the 


field man some distance; then the man has to have a rig, he has to pay 


go much a day for his board, besides his railroad fare, etc., and all 


of that goes into the cost of inspecting or. appraising that land. 
Contrast that situation with territory where there are many loans, 
with well-organized machinery, and where the appraiser can use an 
automobile. He has a list of prospective loans which he covers 
practically in a day. He sees, say, 9 or 10 farmers between morn- 
ing and night, and it costs him, perhaps, $1.40 or $1.50 per farm to 
inspect. You see the wide contrast with reference to that one item. 

Mr. Heucesen. You are speaking about insurance companies’ loans 
that are made by the insurance companies! 

Mr. Tuomeson. Every big insurance company standardizes its 
own securities. I am not speaking of the small ones that go into 
the market to buy loans, but I am speaking of the large insurance 
companies which have their own field appraisers and do not finally 
accept any mortgage loan before their own field appraiser has seen 
the individual farm and given his appraisal on it. 

Mr. Havcen. I will state this: I have been doing business with 
them for 25 years, and that is not the fact. The fact is this: You 
must have the land appraised by some competent person who knows 
something about the land. When put in, the appraisal is made by 
neighbors who have knowledge of the quality and value of the land. 

Mr. Tompson. I believe the gentleman is from Jowa ? 

Mr. Haucen. Yes. 

Mr. Tromeson. I am well familiar with the conditions in Lowa. 
I have interviewed the district agents of the lending insurance 
companies in Jowa and know their methods. Of course, they say, 
“Tf we have gone over a district manager’s territory, and know 
certain farms, and have made a record of them, we may not have to 
go and see those particular farms again at that specific time; but 
we have always got a specific appraisal of a given farm in every 
instance where we accept the loan.” 

Mr. Havcen. In Iowa about 95 per cent of our land is tillable 
land; it is uniform, and a State agent has knowledge of all the coun- 
ties and of the land which is not tillable, which is the narrow strip 
of bluffs on the Mississippi River. Outside of that, land is quite 
uniform in value. Of course, it varies in counties, but in the county 
‘tself there is not very much variation, and by getting an accurate 
description of the land and an appraisement by the neighbors, they 
are able to determine at the head office the value or near the value 
of the land. 

Mr. Tuompson. It was explained before you came in that part of 
the equipment of these companies consists of charts, tabulations, etc., 
at the head office, gathered from year to year, which they can con- 
sult in connection with any specific loan. 

Mr. Rupey. I have had a great deal of experience in farm loans. 
T have never known an insurance company to make a loan in the 
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northern part of the State, where I lived for years, or in the southern 
part, where I live now, that was not appraised by an agent of the 
company. 

The CuatrMan. Getting back to Mr. Anderson’s question of the 
cost of making the loan, my recollection is that in most of the coun- 
tries that have rural-credit systems the cost will vary from thirty- 
five hundredths of 1 per cent to 1 per cent, and not more than 14 
per cent in any country that I have any recollection of. Is that about 
right ? 4 

Mr. Tuompson. I think that applies to those countries most promi- — 
nently discussed. | 

The CrramMan. Yes. For instance, Germany and countries of that 
type. In Germany I believe it is about 35 mills. 

Mr. Havcenx. You mean 35 per cent of 1 per cent per annum? 

The Cuarrman. For making the loan. Is that the initial and 
whole cost of making the loan there? 

Mr. Trrompson. That is the annual amount. | 

Mr. Havucrn. How does that compare with the commissions 
charged in this country? 

Mr. Trompson. Before you came in we discussed the commissions 
and the averages by States and by subdivisions within the Statés, and 
we showed that they ran as high as 2 per cent in some sections. 

Mr. Havuern. Two per cent. 

Mr. Tompson. For the whole period, the annual average com- 
mission. 

Mr. Havucnn. What is the charge in Iowa? 

Mr. Tirompson. In Iowa, as you see, the total average cost for 
interest plus commission is less than 6 per cent, but your commission _ 
there is less than half of 1 per cent. The exact decimal is shown in 
the exhibit submitted to the committee. 7 

The Cuatmrman. Let us have Dr. Thompson take up some other 
line of work, because we do not want to tax him. He is just out 
of bed. 

Mr. Havucen. You spoke about establishing large factories in cer- 
tain localities. I take it that you had reference to some loaning in- 
stitution—banking, or farm credit, or whatever ‘it may be. What is 
your idea? I notice, for instance, in Georgia the rate is 9 per cent; 
in Iowa it is less than 5 per cent; is that correct? 

The Cuatrman. That is about right. 

Mr. Haveen. Is it your intention to manufacture sentiment—to 
encourage people to loan money at a low rate for less security than 
to those offering ample security ? 7 

Mr. Tompson. No. 

Mr. Havcen. How are you going to overcome the differences? 

Mr. THompson. Your question was answered a while ago, in part 
at least, when I stated that the purpose of these institutions was to 
fix standards and to accept only securities that came up to those 
standards. | 

Mr. Haucen. That is practically what is being done by the loan 
and insurance companies and by all large corporations; they have 
fixed standards, as you see them here on that chart. The standard 
in Georgia, I take it, is much lower than it is in these other States 
receiving a lower rate of interest. How are you going to overcome 
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the difference ? Is the proposition for Iowa to loan its credit to 
Georgia, and thereby increase Georgia’s security ? 
Mr. Tuomrson. I do not understand it that way. 
_ Mr. Haveen. Probably not to that extent, but to what extent 
would you take care of the difference in the security? The land is 
there, and everybody has his opinion as to its value; and, so far, Geor- 
gia and some of these other States have not been able to attract the at- 
tention of people with money. How are you going to overcome that? 
Eventually the productivity of the soil determines the value. 
_ Mr. Tuomrson. The discussion so far this morning has made it 
clear that we realize that there are many factors that enter into this 
situation. 
“ba Havucen. What is the most important factor in making a 
oan ? 

The Crarreman. Let me say that Dr. Thompson covered that this 
morning before you came in. 

Mr. Rupey. Yes; and he is sick, too. 

Mr. Havcen. That has been covered ? 

: The CwatrMan. Yes; not only this morning, but he has covered 
it fully in 100 pages of testimony before, which I will have sent to the 
~ members of the committee. 

_ -‘Mr. Sreers. The point is, as I understand, that he wants to stand- 
ardize Georgia’s securities and to standardize Iowa’s securities. In 
other words, taking a piece of land that is worth only a thousand dol- 
lars, a certain amount would be a reasonable loan to make upon it; . 
and if that 160 acres would only justify a five-hundred-dollar loan, 
then 160 acres in Iowa could stand a ten-thousand-dollar loan. ‘That 
is the point, is it not? ; 

Mr. Havcen. Yes; but’ let us see about this standardization. Is 
it proposed to take John J ones’s farm, worth $20,000, and to put it 
up as additional security to Tom Thompson’s farm, worth $10,000, 
and thus enable Thompson to borrow more money on his farm ? 

The Cramrman. No, and Mr. Thompson has not made any such 
suggestion. 

Mr. Havcen. If guaranteed by the corporation holding the bonds, 
that is what it amounts to. If a loss, the loss must be made good 
either out of the profits, capital, or stockholders, then how is the 
security assessed upon? bch 
‘The Cuarrman. Mr. Thompson in his testimony before the joint 
~ eommittee on rural credits spent two days on it, so that his detail of 
all this will be available to you. I do not want to overtax Dr. Thomp- 
gon, who is just out of bed. ; 

Mr. Havcen. Mr. Chairman, what I would like to know is, who 
are back of this movement, this farm credit, and all these schemes 
that have been proposed? Is it in the interest of the bankers and 
insurance companies, who come before this committee and seem so 
enthusiastic over this movement, or is it in the interest of the farmer? 
Tf it is the latter, then give us some workable plan and we will all 
join hands and assist you in any way we can. But if it is in the In- 


terest of the bankers and these large insurance companies, T think 


they are quite capable of taking care of themselves, for I hardly be- 


lieve that any department or Congress can assist them very much 1 


ME ee ety 


~d 


TE PENED PS Re GO VE ee ee ee 


Df RR a eS a PN ee, eer ee. ST 


GP 4 ers 












188 AGRICULTURE APPROPRIATION BILL. 


their business. They are trained in that line of business and wil 
be able to take care of themselves very ably. 

Mr. Tnomprson. Is that a question ? 

Mr. Havcen. Yes, that is the question. 

Mr. Tuomrson. I can say that, so far as the aim of the Department 
of Agriculture is concerned with reference to this particular investi- 
gation, it is to study ways and means of improving the farm-loan — 
situation,-so that the farmers can secure credit on more reasonable 
terms, if possible. | 

Mr. Havecen. And make it easier for the insurance companies, as — 
Mr. Anderson stated in referring to the expense of making the loans, 
The farm-credit system would take care of all the expenses, all the ! 











papers, and all the applications, and not only turn over the securi-. 
ties, but turn over the credit of the institution, which, of course, 
includes all the farms to the extent the loans made and held by the 
organization, its capital, surplus, profits, and whatever else may be 
pledged. 

Mr. Tuompson. Is that a question? 

Mr. Haucmn. That is the question. ; a 

Mr. THompson. That covers a great deal; it covers a whole system 
or a whole plan, I take it. 

Mr. Havcen. Would you hold that it would be for the benefit of 
one or both, or jointly? 

Mr. Tuomrson. Our primary aim is to work in the interest of 
improving farm-loan conditions, so that the farmers may get loans 
on better terms than they now get them. 

Mr. Havucen. With the end in view of suggesting some plan for 
making the loans? | 

Mr. THompson. With the view of furnishing all possible assistance. 

Mr. Herury. So that the farmer can get loans on better terms and 
for longer periods of time? 

Mr. Tompson. I include all those things when I say “better 
terms.” 

Mr. Haucrn. In order to carry out this plan, would it be necessary 
for John Jones to lend his security to Tom Thompscn? 

Mr. Tuomrson. Suggestions have gone to the joint committee on 
rural credits, and, as the chairman has said, they are in the record 
now. Now, we have other things as well which I had in mind to 
speak of. , 

The Cuairman. I wish you would. 

Mr. Haucen. Have you discovered any way of dealing with this 
matter of security, other than one man loaning his credit to another? 

Mr. Tuompson. We know of no substitute for security in credit. 

Mr. Havcrn. Then, if John Jones has a farm worth a thousand 
dollars, and he needs $2,000, the only way that he could get the 
money would be for him to furnish more security ? 

Mr. THomrson. That is the assumption. 

Mr. Haveen. Is it the plan that the security of others shall be 
added ? 

Mr. Tuompson. The problem of 1ural credit is just as much a 
problem of withholding credit where it will not be properly used or | 
properly based as it is to extend credit where it will be properly 
used and properly protected. 
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a sae If I am taxing you too much, let me know, because 
E o overtax you. Let us say that here is a farmer with 
a thousand dollars security. ‘That is all that any man will loan him 
on that piece of property, but he needs $9.000. Now, is it the aim 
j as department to enable him to secure a two-thousand-dollar 
: ee Tuompson. I do not know that it is. I have not had any such 
idea. 
: Mr. Haveen. If a thousand dollars is all that could be safely 
j loaned on one piece of property, how are you going to improve on 
that condition? Here is a loan company which says, “We will 
loan a thousand dollars.” Now, that is all the security in sight. He 
can have a thousand dollars to-day. Now, where are you going 
to improve on it and increase his loan? That is actually what it is 
 worth—a thousand dollars—and that has been determined and 
- agreed upon by everybody. 
Mr. THompson. In our early discussion we pointed to a number 
of factors that affect the loan situation, showing that improvement 
_ may be possible along a number of lines. We admit that there are 
lines along which improvement is impossible. It is not to be assumed 
that you can do the impossible. It is to encourage the kind of im- 
_ provement that will recognize economy and the fundamental prin- 
| ea of credit and which will not violate any of the principles of 
credit. 

Mr. Havcen. I agree with all that. 

Mr. Steere. On the matter of your standardization, you are not 
_ requesting that he can get credit or a loan beyond that stand- 
— ardization ? . 

Mr. Tuomrson. No. 

Mr. Havcen. It is easy enough to talk about “standardization ” 
and low interest, but how is it going to be done? When you speak 
of standards, what are your standards?) How are you going to 

increase this security? I think that we agree that the security back 

of it is absolutely the most important factor in getting a loan. We 
agree as to that, I take it? 

Mr. Tuomrson. Yes. The explanation was made earlier here that 
one way would be to improve the facilities for the accumulation of 
local capital available for investment for farm loans. 

‘Mr. Havcen. Yes; I agree as to that. There is no question about 
that. 

Mr. Tuompeson. Another way will be to make more economical, 
if possible, the means of contact between farmers and distant invest- 
ment capital. 

Mr. Havcen. All right; we will agree about that. — 

- Mr. Tuomrson. There are two important lines of improvement. 

Mr. Havcen. But you have to have the security. You have not 
the security yet. 

Mr. Tuompson. There you are suggesting things that we have 
already discussed. For instance, it has been stated here that farm- 
ers, on their side, need to understand the elements that enter into 
first-class security in farming. The differences In their farms and 
methods of farming have much to do with the credit they can com- 
mand, of course. ‘There are many avenues through which improve- 


ee a ea > dering aes 





190 AGRICULTURE APPROPRIATION BILL. 








ment may be effected, some of which may be indirect rather than 
direct. a 

Mr. Hercrsen. We have in North Dakota as good security, 1 
claim, as there is on earth. Take the Red River Valley, where 
there is no better security in the world, and yet we are not getting 
the low rate of interest that no better, and often not as good, securit rs 
is getting in other States. If you could so establish confidence 
that the lender in our State would be willing to give us as low a rate 
as in Jowa and Illinois 

Mr. Havucren (interposing). Evidently, in the opinion of the 
lenders, you have not their confidence. No one questions the value of © 
North Dakota soil, but in the opinion of the persons making loans 
you have not the security to offer. It is recognized by everybody 
that the corn belt is the surest, safest, and best security, and the — 
records will sustain the assertion that, while in North Dakota (as — 
you know as well as I do) there are dozens and probably hundreds _ 
of mortgages that have never been paid, and there have been fore- — 
closures. A foreclosure in Towa is an absolutely uncommon thing. 

Mr. Rusry. The statement was made that there have not been any 
losses in North Dakota at all. 

Mr. Anperson. If that statement was made, it was not true. 
Mr. Rusry. I do not think we should have the witness go over all 
these things that he has been going over all this morning. 

Mr. Haucen. Who made the statement that there were no losses 
in North Dakota ? = 

The Cuarrman. Mr. Helgesen made it. . 

Mr. Hrxexsen. I said I know one man who has been placing from 
a million to a million and a half a year for twelve or fifteen years, for 
a large insurance company, and has never lost a cent, and I know 
of many others of a similar kind. You take the great Red River 
Valley and you can not show me any loss in the last fifteen or Ls 
twenty years. | ; 

Mr. Haven. I was not discussing that, but I say there have 
been losses and foreclosures in North Dakota. 

Mr. Hrrcesen. Any system that can establish the confidence there, 
as it is elsewhere, will improve it. 

The Cuarrman. Mr. Thompson, I think that completes, in a gen- 
eral way, your statement on rural credits. If it does not, go on with 
what further you have to say. . 

Mr. Haven. Mr. Chairman, I do not want to impose on the wit- - 
ness; that is not it. But I do say that I would like to have someone _ 
with knowledge of this loan-credit proposition appear before this 
committee and give us something definite. ; 

The Cramman. And my answer to that, Mr. Haugen, is that the 
witness, in your absence, has been giving that to the committee. : 

Mr. Havcen. Probably he has, and probably he has not. 

The Crarrman. It is not in my power to control these hearings, 
and, if we desire to repeat these things as each member of the com- 
mittee comes in, all right; that is up to the committee. | 

Mr. Havucen. Mr. Chairman, we have probably spent about an — 
hour on this proposition. We have spent days on matters of small 
importance, | 

The Crarrman. Look at the record and we will see who spent the 
days. I did not do it. 
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_ Mr. Haveen. Let me finish. This marketing proposition—no hear- 
_ ings were held in this committee. We have this whole system, partic- 
ularly, without any hearings or investigation beforehand. We started 
with a small appropriation, and the indications are now that it will 
run into millions of dollars. Now, here we have another proposition, 
and the first thing we know we will be committed to a proposition 
and start out with twenty or thirty million dollars at first, and it 
probably will finally cost the Government hundreds of millions of dol- 
lars. I do not know what the policy of the present administration 
is. One day the President says he is for it, and another he is against 
it. If it is the policy of the administration to take up rural credits, 
let us hear these witnesses and know something about it. 

_ The Cuarrmay. | would say, in answer to that, gentlemen, that 
Congress at its last session appointed a joint committee on rural 
credits. The gentleman from Iowa was a member of the conference 
committee which agreed to that. That committee has been engaged 
in detail work since early in November. Mr. Thompson appeared 
before that committee and spent more than two days in giving his 
testimony. That testimony is printed, and J have directed the clerk 
of this committee to furnish each member of the committee with a 
copy of that printed testimony. Furthermore, the committee took 
testimony from members of the Reserve Board and from the Comp- 
troller of the Currency, and in addition to that we had testimony 
from other committees of Congress last year. We had all of the 
literature on the subject that was available printed for the use of the 
committee, comprising probably twenty-five or thirty thousand pages, 
and that is available likewise to the Members of Congress. This 
committee does not have jurisdiction in the reporting of this rural- 
credit bill. If it did have, and if we were studying this question 
initially, I would say that we could go on with a lengthy discussion 
of this proposition. Personally, I would not be willing to base my 
conclusions upon any conclusions that Mr. Thompson might reach 
alone. I would desire to bring in witnesses from different sections 
of the country who have information on the subject. But if the com- 
mittee desires to go into this matter exhaustively and to cover again 
the work that has been done by the Banking and Currency Com- 
mittee of the Senate and House and the other joint committee of the 
House and Senate last year, and likewise the testimony that has been 
collected by the commission that visited Europe some years ago, a 
will put it up to the gentlemen of the committee as to that. That 1s 


my statement. 
Mr. Havucen. Mr. Chairman, by act of the conference committee 
and by act of Congress, this matter is squarely before this committee. 
The Cuarrman. Not at all. ra 
Mr. Havcen. Absolutely. ‘They provided for a joint committee, 
and it is as properly before this committee as 1t 1s before the Com- 
mittee on Banking. In bringing this matter up I do not want it 
understood that I am questioning the excellent work done by this 
joint committee. That committee did good work. But here is a big 
proposition, and if Congress is to deal with it this committee ought 
to go into the matter thoroughly. Of course, the chairman has more 
knowledge of what is the intention of the administration, and, if it 
is to avoid rural credit now, as was done last Congress, by not acting 
on it, but simply referring the matter to a subcommittee, there 1s no 
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use of spending any time on it. We know what these references are 
for. We know that is a subterfuge and that that is one way to get 
away from it. You know the sentiment here was for rural credit and 
that the President was squarely opposed to it. 

Mr. Rusry. You are stating your own views now. 

Mr. Haucen. But I am stating the views of the President himself. 
I insist, if we are going to commit ourselves to a policy that may 
involve this Government to an extent of a hundred or more million 
dollars, that we should have some information. | 

The CuHarrMan. Gentlemen, what is the desire of the committee ; 
that this committee shall ask Congress to give it authority to call 
other witnesses on the question of rural credit and go more thor- 
oughly into this question than it has gone this morning? What is 
the will of the committee on that proposition? I am the chairman 
of the committee, and I am the servant of the committee. | 

Mr. Haucen. I suggest you take a record vote on it, if you want to, 
but no one has made any such suggestion. 

The Cuarrman. If some one will make a motion, I will entertain it. 

Mr. Anprerson. What: is it all about, anyway ? 

Mr. Rupry. I have not any motion to make, but I say this: The 
Secretary of Agriculture has submitted to this committee the esti- 
mates of his department of expenditures necessary to conduct that 
department for the coming fiscal year, and I think it is the duty of 
this committee to make a careful and thorough investigation as re- 
gards those estimates, but further than that I do not think this 
committee has any authority to go into the matter under discussion. 

Mr. Havucen. You think we should ignore the instruction from 
Congress last year? 

Mr. Rusry. I do not think, Mr. Haugen, that you can cite me to 
any direction of Congress that instructed this committee to make any 
investigation whatever of the rural-credit proposition. 

Mr. Haucen. It refers to this committee; I do not know that ~ 
there were any instructions. 

Mr. Rusey. No; absolutely not. You can not cite me to one iota 
of evidence in support of your statement that this committee has: 
been requested to do anything in the matter. 

Mr. Haucen. I did not say “requested.” 

Mr. Rupey. Or any statement of any kind or character. 

Mr. Havcen. I will just refer you to the appropriation bill last 
year. That is all that is necessary. ; 

Mr. Rusey. Read it. 

Mr. Howext. Is there any rural-credit bill before this committee ? 

The Cuairman. If there is, I do not know anything about it. I 
will ask the clerk if there is. / 

Mr. Murrn. None. 

The Cratrman. The clerk says there is none. 

Mr. Anprrson. I move that we proceed with the statement of the 
witness. 

The Crarrman. Mr. Anderson makes a motion that the committee 
proceed with the statement of the witness, and, without objection, 
that will be so ordered. | 

Now, Mr. Thompson, what other recommendations have you to 
make, sir? 
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_ Mr. Tuomrson. If you will turn to the wording of the appropria- 
tion itself, you will notice it says: 

To enable the Secretary of Agriculture to make studies ; ea fiAn s 
farmers in the United Sites in peace ét ate aeates ia Br otiee tories Be 
cooperation in rural communities; to diffuse among the people of the United 
Sta tes useful information growing out of these studies in order to provide 4 
yASIS for a broader utilization of results secured by the research, experimental 
and demonstration work of the Department of Agriculture, agricultural col- 
leges, and State experiments stations. 

I cite that to show that this topic, rural credits, is one of several 
pics which we have been asked to study under a larger topic of 
cooperation and organization, and that in connection with our organ- 
ization studies or studies of cooperation we have been asked to 
include certain lines of information, such as those that have been 
welt on here this morning, with reference to costs, conditions, and 
facilities; but, inasmuch as it comes under the item of cooperation 
generally, the question of how far improvement is possible through 
organization among farmers themselves is more particularly the 
assignment, and therefore some study has been made to see how far 

n different parts of this country organization for credit improve- 
ment has taken place and what information, if any, of value along 
that line might be obtained. 

Mr. Howrnt. Under this item, have you considered that it is your 
province to recommend to this committee or to Congress any par- 
icular kind of legislation regarding rural credit, or is it just to 
furnish information upon which some committee may base its action ? 
Mr. Tuomeson. The latter. | 

The Cuarrman. As I understand, the policy of the Department of 
Agriculture and all cther departments is not to make recommenda- 
tions, other than those contained in their estimates, except when 
requested to do so by some action of Congress. 

Mr. Anperson. To what extent do you find that the cooperative 
organizations which now exist can lend themselves to rural-credit 
purposes, and in what way? 

- Mr. Tompson. That suggests the propriety of presenting one bul- 
Jetin which has been prepared by the office, Farmers’ Bulletin 654, 
“How farmers may improve their personal credit,” and the illus- 
trations and the data given there refer more particularly to how 
farmers, through organization, have improved or may improve 
their personal credit. If you will look into that bulletin, you will 
notice that undtr the first division ‘there are three plans_ outlined 
that have been employed in different sections of the country. I do 
not know whether you want me to go on and explain what those 
plans are or not. ; 
~ Mr. Anvrrson. I do not care to have you go into anything that 1s 
in the bulletin, now. J was simply wondering if you could state in 
a general way, briefly, the relation between the ordinary shippers’ 
organizations, cooperative creamery organizations, and other organ- 
izations which now exist among farmers, and discuss the genera] 
question ? 
Mr. Tromrson. Of course, that suggests an aspect of the question 


which is just a little aside from what I am speaking of. The financ- 
tion purposes—for 1n- 


ing of organizations themselves for organiza 
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stance, the marketing of apples through big marketing organiz 
tions, and how they finance those enterprises—has been investigate 
under the project “marketing business practice,” and there is ar 
article available now which shows, for instance, how the producer, 
in the apple industry have been advanced funds from their sub 
central and also from the central organization and what machinery 
has been employed in connection with that question of financing. I 
intended to omit that, because it comes more directly under another 
project. ee 

Mr. Branp. That proposition is aside from the systematic study 
of rural credit as an institution. Just as an illustration, which will 

robably answer Mr. Anderson’s question, a cooperative association 
in the State of Washington borrowed from a bank $85,000 on a noi ie 
of this association, saving on its purchases $15,000. The cooperative 
associations that are efficiently managed do a great deal of such 
financing and save large sums of money. 4 

Mr. Anpverson. Is is possible for the organizations existing to pool 
their interests in such a way as to render less necessary a rural-credit 
system ? 3 _ 

Mr. Branp. The development of cooperative organizations in the 
United States is so sporadic and so unevenly distributed that it could 
never accomplish the purposes of a uniform system, I am afraid. It 
might ultimately, but it would be a question of years. 

Mr. Howert. And even if they did, that would not take Care of 
the individual needs, would it? a 

Mr. Srerte. Are you now talking of personal rural credit or 
mortgage rural credit? 4 , 

Mr. Toompson. We are on the question of organization for credit 
improvement. rs q 

Mr. Havcen. It has been decided here by the committee not to 
take that up. 

Mr. Srrere. It is a thought I would like to have explained to 
me, and maybe we can get at it quickly. Let me see if I understand 
‘the object of this farm-mortgage credit matter. We have an organi- — 
‘zation of a group of us farmers here. If we want to borrow on long 
time, we guarantee through our organization the standardization 
of our credits. If we want to borrow on that, we each and all of | 
us, through our organization, become liable for this loan. Is that 
the thought? 

Mr. Haucen. I do not like to call my colleague, to order, but, 
inasmuch .as it has been decided that this committee shall have no 4 
information on this subject, let us proceed in an orderly way. 1 

The Cuarrman. I will say, Mr. Steele, that that is not a matter 
over which Dr. Thompson would have jurisdiction at all, because 
that is a matter of policy to be dealt with by Congress. Mr. Thomp- 
son’s province is to furnish facts, such as he has been furnishing this 
morning. 

Mr. Steere. I understand, but I supposed he had figured out some - 
sort of system. . 

The Cuarrman. Mr. Thompson has made some suggestions to the 
joint committee on rural credits, which have been printed. , 

Mr. Rusry. Mr. Haugen says he wants this language put into thi 
record. I would like to have him point out the language he desires to 
have put into the record. Is it the second paragraph ? : 
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Mr. Haveen. It is the subterfuge that was provided for to avoid 

rural credit. ie 

Mr. Rusey. You were a member of the subcommittee. 

_ Mr. Haveen. Of the. conferees. Yes, indeed, and, knowing the 
record of the Democratic Party as to adjourning without passing a 
~ number of appropriation bills, there was nothing to do but to agree 
_ to the subterfuge, after the President and the Secretary of Agricul- 
ture had declared against rural credit. ' 
Mr. Overmyer. Did you make a minority report! 
_ Mr. Haveen. Oh, no; it was simply a choice between having the 
appropriation bill defeated or standing for the subterfuge. 

Mr. Rusry. I make this point: The language referred to by Mr. 
Haugen is not in the present appropriation bill. 

Mr. Havucen. No. 

Mr. Rupey. It is down here as having been a part of the bill last 
year. 3 

Mr. Hauvcen. Exactly. . 

Mr. Rupey. It is inclosed here in parentheses, which indicates that 
it is out of the bill and not to be considered at this time by this com- 
mittee. ; 

Mr. Haucen. That is the act of last year which referred the whole 
matter to the two committees instead of to one. 

Mr. Rusey. I desire, Mr. Chairman, to read this paragraph: 

That there is hereby constituted a joint committee of the Senate and House 
of Representatives, to consist of the chairman of the Senate Committee on Agri- 
culture and Forestry, the chairman of the House Committee on Agriculture, 
and the chairman of the Committee on Banking and Currency of the two 

Houses, and two other members of each of said committees, to be designated 
by the chairman of the respective committees, ‘and it shall be the duty of said 
joint committee to prepare, after such investigations as may be deemed neces- 
sary, and report to the Congress on or before January 1, 1916, a bill or bills 
providing for the establishment of a system of rural credits adapted to Ameri- 
can needs and conditions. 

That joint committee was appointed and directed to report to 
Congress on the 1st day of January, 1916. Its work has been com- 
pleted; it has made its report to Congress, and I hold that it is not 
in the province of this committee to act any further, so-far as this 
language is concerned. ; 

Mr. Haucen. It reported it to Congress here to take notice of it 
and give it consideration, and it has been held by this committee that 
this committee has nothing to do with it, and will not hear witnesses 
on that subject. 

The Cuarrman. And, Mr. Rubey, you may say further that the 
report of the joint committee was referred to the Committee on 
Banking and Currency of the House, as well as to the Committee 
on Banking and Currency of the Senate, and not to the Committee 


on Agriculture. 
Mr. Howexu. How much further will we go with the question of 


rural credits? . ; 
The Crarrman. Mr. Thompson, take up your next line of work, if 


you please. ; 
Mr. Tromeson. I would like to put into the record, because other- 


wise there will be nothing here to show what we are planning to do 
or what investigations we are aiming to continue to carry on, if 


the work is carried on 





ee 
* 






196 AGRICULTURE APPROPRIATION BILL. 


The CuarrmMan (interposing). Would you wish to summarize that 
for the record, or do you wish to print that bulletin as a whole? [I 
imagine you can summarize it better than you can print it as a whole, 

Mr. Tompson. One specific subject of investigation is the question 
of ways and means in which organization in various forms may be 7 
encouraged for credit improvement. Now, with reference more 
particularly to organization among the farmers for credit improve- — 
ment, that opens up a special kind of study. No mention has been 
made of it, so far, in the hearings. It ought to be in the record, — 
because it is really the important part of any plan with reference to 
further study. 

The CuarrMan. Proceed, sir. 

Mr. TuHompson. The bulletin I have mentioned shows something _ 
with reference to organization for the improvement of personal | 
credit. Since the publication of that bulletin, we have been gather- 
ing further information, and we have been attempting to work out 
tentative forms of articles of agreement along different lines which 
farmers may adopt in organizing for credit improvement. 

Mr. Haucen. Doctor, I would like to ask you one question: In view 
of the position taken by the committee here that this committee has _ 
no jurisdiction over rural credits and that it does not come properly. 
before this committee, by what authority are you going into this 
discussion and making this presentation now ? : 

Mr. Tuompson. I can answer that very satisfactorily by saying — 
that my understanding is that the part that has been ruled out 
refers 

Mr. Haucen (interposing). The whole matter has been ruled out, 
so far as that goes. . | 

The Cuatrman. I shall ask Mr. Thompson to proceed to give us 
what information he has developed with reference to these organiza- 
tions of which he was about to speak. Tf that is not agreeable to the 
committee, some one may make a motion that that be not done and I 
will entertain it. 

Mr. Havcrn. Would the chairman indicate what information is 
permissible and what is not? We are at a loss to know. 

The Cuarrman. I do not think anybody is at a loss except you, 
Mr. Haugen. : 

Mr. Hower. I want to call attention to a ruling made by the 
chairman yesterday, and that was to allow witnesses to make their 
statements, and for the members to note any questions we wished to 
ask after they complete the information they wish to give us. I 
think we all agreed to that yesterday, and I think it isa very excellent 
method of procedure. 

The Crarrman. Make that in the form of a motion, Mr. Howell? 

Mr. Howetx. I understood it had already been agreed to. ¢ 

Mr. Haucen. Mr. Chairman, I will make that motion. 

The Cuamman. Mr. Haugen moves that witnesses hereafter be 
permitted to complete their statements and that at the end of their 
statements members shall get the reccgnition of the chair to ask ques- 
tions; and that members shall complete their series of questions with- 
out interruption, and then other members may be*recognized. 

Mr. Anprrson. I would just like to know whether that means 
that the witness is to go on through his entire statement and then 
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be interrogated, or whether it means that he will take up one phase 
of his proposition at a time and be questioned about that before 
going to another phase? 

z The Crarrman. I would rule, Mr. Anderson, that, as he completes 
one phase of the question, interrogation may be had. . 

_ Mr. Anperson. Then I have no objection to it. 

(The motion was thereupon put and unanimously carried.) 

The Cuarrman. Proceed, Mr. Thompson, in your own way. 

_ Mr. Tromrson. I should present, perhaps, two illustrations to 
show something of what has been attempted in the matter of actual 
field study in organization for credit improvement. One of these 
applies to the Scott Cotton Growers’ Association, of Scott, Ark. I 
refer to this, because a group of farmers, 20 in all, there agreed to 
adopt a form of agreement, which was worked out in conference 
between them and a representative of our office, and they have 
definitely organized for the purpose of indorsing farm-mortgage 
loans of members. If the committee desires it, we could leave a sam- 
ple of the memorandum of agreement adopted by that group of 
farmers, showing what they have agreed to do voluntarily for the 
improvement of their mortgage credit. : 

Mr. Hetcesen. That would be interesting matter to go into the 
record, because these suggestions have been made before—that farm- 
ers could organize without laws. 

The Cramman. Without objection, that will be included in the 
record. 

(The matter referred to follows.) 


Memorandum showing form of agreement adopted by the Scott Cotton Growers’ 
Association, of Scott, Ark., relative to farm-mortgage loans. 


MEMORANDUM OF AGREEMENT. 


We, the undersigned members of the Scott Cotton Growers’ Association of 


Scott, Ark., hereby agree to use our association for purposes of farm loan im- 
provement to meinbers according to the provisions’ of the following by-laws: 

I. The board of directors shall appoint annually a committee of five, to be 
ealled the credit committee, which is to have general charge of all loans made 
to members, with the indorsement of the association. 

II. The credit committee is to consider all loan applications from members. 
When such applications meet with the unanimous approval of the committee, 
the latter are to prepare a signed certificate of approval and submit the same to 
the secretary of the association. The indorsement of all loans by the associa- 
tion shall be made by the signature of the president and secretary in the name 
of the association. 

III. All applications for loans shall be made out on an application blank 
approved by the association. For this purpose, application blank under Exhibit 
{ is hereby adopted. 

IV. The appraisal of farm-land security offered in connection with members’ 
loans shall be made according to the forms shown under Hxhibit Il. Said 
exhibit also shows the form in which the approval of the appraisers by the 
-eredit committee is to be certified. 

VY. The report of the appraisers on the value of farm-land security shall be 
made according to the form indicated in Exhibit III. 

VI. The approval of all loans made with the association’s indorsement for 
‘members shall be certified according to the form under Exhibit IV. 

VII. Hach member securing a loan with-the aid of the association’s indorse- 
ment is required to pay all specific costs connected with the perfecting of the 
security, such as appraisal, abstract of title, recording fee, and other charges, 
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VIII. All loans indorsed by the association are hereby limited sgl on 
of the appraised value of the farm security as approved by the . 
mittee. 

IX. All loans indorsed by the association for members must be used b 
rowers for the improvement of the farms offered as security. The credi 
mittee must ascertain the exact uses to which such funds are to be devo' 
must be satisfied that the investment is businesslike and expedient. - 

X. In all loans indorsed by the association for members, the credit commit ttee 
shall require an annual payment on the principal as well as the interest. 
committee shall be authorized to suspend this requirement for years of. y 
failure or other calamity. a 

XI. The association shall establish a reserve fund for the protection of th 
association in its relation to loans indorsed for members. For this pur 
each member securing a loan with the association’s indorsement is required — 
pay a rate of interest exceeding by one-half of one per cent the rate secured 
the association for such loans. ste 

XII. All loans indorsed by the association for members shall be handled by 
the proper administrative officers of the association, who shall keep com 
records and accounts of all such transactions in a manner approved by 
auditing committee of the association. ‘ 

XIII. The credit committee is required to keep a complete record of all its 
proceedings and to furnish monthly reports of its work to the association, 

XIV. The auditing committee of the Scott Cotton Growers’ Association | ‘ 
required to audit all records and accounts of the credit committee and of the 
officers of the association when such records and accounts pertain to loans 
indorsed by the association for members. Such audits are to be made ic 
ing to existing provisions relating to the auditing committeee. 

XV. Whenever any member who has secured a loan with the associatio Ve 
indorsement fails to make payments promptly or to carry out other terms of, 
loan as required by the credit committee, the officers of the association a1 
hereby required to take such action for its protection as may be recommendec 
by the credit committee. 


APPLICATION FOR LOAN. 








I, ———- ———.,, of ———,, County of Pulaski, State of Arkansas, hereby y 
apply to the Scott Cotton Growers’ Association, of Scott, Pulaski County, State 
of Arkansas, for a loan of ——— dollars for the term of ——— years, with 
interest at the rate of — per cent per annum payable ——— annually. 

A payment of ———— dollars to be paid ——— annually and credited 
follows ey 

Acer ued interest upon the unpaid portion of the principal at the rate of — 
per cent per annum; — per cent of the face of the loan for expenses, Balsa 
to be credited upon principal. 

1. My age is ——— years, eae” 2 

2. My nationality is ———. . 

3. I am married, ———-; single-———. ie 

4. My wife’s first name is ———_., . 

5. We have ——— children, whose names and ages are < +4 

My full address is P. oO, ———-— ———_-; R. ay: 


; Street and number 





——; town ——; county ; 
The purpose for which I desire the loan is ——————_, 
I offer as security for this loan a first mortgage on the following-deseribed 

real estate in Arkansas, situated in the town of ———, county of ———— 
re ee 


“ 


DETAILED STATEMENT, 


For the purpose of securing this loan, I declare the following statements and 
answers relative to the real estate offered as security to be true: 4 
. Number of acres, 

Acres broke and free from stumps, 

Acres partially cultivated but not free from stumps, 
Acres capable of being cultivated, 
Acres upland, 
Acres marsh, 
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G. Acres open swamp, ————. 
8. Acres hilly and unfit for cultivation, 

9. Acres timbered, -———. 

10. Acres fenced, ————._ Kind of fencing, 
11. Kind of soil, : 

12. Is land level? ————. 





13. Any jack pine? 


14. Any stone? ———. Any sandy land? ————. Number of acres sandy, 





15. Kind of timber growing on land, . 

16. Estimated amount of each kind of timber, — 
17. Have you a well? — : 
18. Name of your nearest railway station, ———. Distance from land, 
to aeme .o1 railway, ————. 

20. Distance to nearest market, : 

21. Name of county seat, ———-. Distance to same, ———. 

92. Name of and distance to other nearby villages and cities, ————————. 
92. How far is the land from Little Rock? ————. 

94. Is land served by good roads?) ——_—. Hs Lie 

25. Distance to public schools is — miles. 

96. The number of acres of land in crops are ————_, and the kind of crops 





. . 
97. The crops on the cultivated lands have been rotated as follows: 
, and I will rotate the crops grown on this land during the term of this 

loan in a careful and reasonable manner —_—— 

298 How many years has the land been cropped? , 

99. Are there any streams passing through the land? ————. Is the land on 
a public road? : 
80. The buildings on the land are as follows: House—frame (brick or log) 


























—__— When built, — Present value, $———. Kind of roof, : 
Kind of foundation, ———. Stories high, ————._ Size of house, Size of 
addition, ———--._ Insurance, $———_. 
Bonds and other buildings: (1) Size, ———-.. When built, ————._ Present 
value, $- . Frame or log, - Basement, ————. Insurance, $———-. 
(2) Size, ———-. When built, ————. Present value, $————. Frame or 
log, . Basement, a _ INSuUrances wore: 
(3) Size, ———-. When puilt, —-_——. Present value, $—_———. Frame or 
log, ———._ Basement, - -, Insurance, $ ; 
IT have owned the property above described for ———— years. Since acquiring 
the same I have cleared ———— acres and have erected the following buildings : 


s 


—_——_ 


31. Wild lands in the immediate vicinity of this land are selling for $ 








per acre, and improved lands for $———— per acre. 
29 The value of this land is $———. The value of the building is $———. 





Total value of land and buildings is $ : 
83. The buildings are insured for the following amounts: Fire and lightning, 
Tornado, $— , in the following companies a 
34, I will occupy the premises, 


























35. I own the following live stock: Horses, ————; mules, —: colts and 

ages, pe THCiY COWS, 9 —— other cattle, ————; ages and sex, ~ 
oes, "> shoates, ————; Sheep, ———~; lands, 

26. I own the following farm machinery and implements : - * 


b] 
87. There are no liens, judgments, nor foreclosure proceedings started nor 


pending against me nor this property. 
28, There are no taxes against me nor my property due and unpaid except 








’ ‘4 F 

39. My property is now encumbered as follows: ———— ——> the interest 

on which is paid to / 2 tht 
40. I own other property than that offered as security In this application, 











; ; 
STATE OF ARKANSAS, 
County of Pulaski, ss: 
IT solemnly swear that the foregoing statements and answers are true; that 
I am the owner of the within described premises offered as security for the 
loan applied for; that, I am in actual and peaceable possession of the same} 
that my title and possession have never been questioned; that there are 
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no unrecorded deeds or Inortgages existing against such premises; that the 
are no judgments against me in any of the courts of record in said eco it 
or in the United States courts; that I do not owe any money to mechanic S 
builders or others for work done or material furnished for improvements mad 
on said premises; and that-there are no ineumbrances against said prop 
except as hereinbefore stated, and these will be removed before the proceeds D! 
the loan applied for are paid over to or are paid out for me. a 





Dated at ————, the — - day of ———, 191—. “AF 
: : k: 
— Applicant. 

Subscribed and sworn to before mie, this. ———-~— day of ——,, 191—., 


——_, 
Notary Public. — 

My commission expires ; 

i = ——--—, wife” 0f =—-_* eee and subseribe to this 
application. 











APPRAISAL OF PROPERTY. 


Nomination of appraisers.—I nominate —_ —— and ——— —— fywe 
impartial, experienced, and otherwise qualified persons, freeholders in and 
residents of the town of —_—, county of ——,, State of Arkansas, to appraise 
my property herein described and offered as security, as a condition precedent 
to the granting of the loan applied for. . 

‘Approval of appraisers.—The appraisers above nominated, being freeholders 
in and residents of the town of ——-, county of ———,, and State of Arkansas, 
wherein the real estate of —- ———— the signer of this application ig 
situated, and being otherwise qualified and competent, are hereby approved. 





? 


——_ —_, 
Credit Committee of Scott Cotton Growers’ Association. 
REPORT OF APPRAISERS. 


We, the undersigned, freeholders in and residents of the town of ———-,, and | 
county of ———,, State of Arkansas, do hereby certify that we and each of us 
have personally viewed within the past month the ——— section ———, ‘Lowe 
ship«=-—-, -range '(==——, -and “theme section ————, township — 5, 
range ————, and the county of ———, Arkansas, do hereby certify that we 
and each of us are well acquainted with the Said premises and with the value 
of lands adjoining; that we are not interested in said premises or in the action 
that may be taken upon this application; that we have carefully appraised the 
said premises, and that in our best judgment the market value of the land 





exclusive of buildings is at present time — dollars ($———_), and that the 
buildings thereon, ———— in humber, are worth ——— dollars ($——}, 


making a total valuation of ———— dollars ($———_). 


’ 


A ae ae 
Appraisers. 
APPROVAL. OF THE CREDIT COMMITTEE, 


We, the undersigned, after careful consideration of the foregoing applica- 
tion and reports thereon and certificates attached thereto, and being otherwise 
fully informed as to the premises offered as security for the loan sought, said 
premises being ————, section ———, township ———, range Se 

, State of Arkansas, and containing in all ——— acres of land and build- 

Ings (to wit ——_— ———), thereon, have arrived at the following conclusions: 

acres of said land can be carefully cultivated ; t——— acres are now 

under cultivation; t——— acres are fenced with. ——-— fencing; the soil is 
, and of ——— quality; the surface of said land is : 

To the best of our knowledge and belief, all of the Statements of the appli- 


cant in his application are true, except Improved land in the 


neighborhood of said land is worth $——— per acre. If offered at forced sale, 


this property will bring not less than $———. A fair valuation of this land 
is $ and of the buildings $———_. Total, Penne f 
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a The applicant is a person of ———— character and credit, and is said to meet 
his obligations. He is temperate, lives , gud. has’ — been making 
“money. He intends to use the money to , and we are satisfied that 

‘a loan for such purposes will benefit him. 

Being further satisfied that the applicant has a good merchantable title to 
said land, we hereby approve the foregoing application and recommend the 

_ granting of the loan applied for. 

Dated this ———— day of 

















SED 19. : 


, 








. . 
Credit Committee of Scott Cotton Growers’ Association. 


Mr. Tuompson. Leaving the topic of mortgage credit, I will say 
that we have worked out tentatively articles of agreement which 
amplify somewhat one of the plans referred to in the bulletin. A 
certain group of farmers in one locality in northern Wisconsin 
has recently organized a farmers’ credit exchange, and the articles 
of organization were provided by the Office of Markets and Rural 
Organization of the United States Department of Agriculture. 
That is one form of organization for personal credit improvement. 
Mr. Havcen. Doctor, that is the practice, to some extent, in various 
States at the present time; a number of organizations such as you 
refer to have been perfected? 

Mr. Trompson. We find that the particular organization to which 
I am referring here, having these articles of incorporation which we 
had prepared, varies somewhat from any we have known about. 
Mr. Havcrn. But it is possible for anybody now to incorporate 
under the State laws and to do exactly the thing sought by some 
backers of this rural credit? 

~ Mr. Tuomrson. It is possible to organize unincorporated volun- 
tary organizations to do certain things. | 
Mr. Havcen. It is possible to incorporate under the State laws, is 
it not? | 

Mr. Tuomrson. The State laws vary considerably, and it depends 
on the kind of organization you have in mind. 

Mr. Havcen. I mean for loaning money. 

Mr. Trompson. If you have reference to a cooperative loan asso- 
ciation, I will say there are only a few States now that have on their 
statute books laws for that purpose. 

Mr. Havcen. If they could under no other law, they could under 
savings banks, authorized to make loans? 

Mr. Tromrson. If that is the kind of organization they want, yes. 

Mr. Havcen. Can you give this committee the number of schemes 
presented and thought up by the different promoters of the scheme! 
T take it there are a great many. You have more information as to 
that than I have—a good many schemes proposed, or plans, or what- 
ever you might call them. 

Mr. Tuomeson. I trust that it is clear that we-are not dealing here 
with various schemes proposed from different directions. 

Mr. Havcen. Well, call them “plans.” , 

Mr. Tuomrson. We are dealing with such plans as commend them- 
selves to us as useful and worthy of careful study. 

“Mr. Havcen. The plans that commend themselves to you? Is it 
not possible to do the same thing under the State laws? 

Mr. Tuomerson. Not always, and in many States not at all. 
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Mr. Haucen. In many States, however, they can? 

Mr. Tuompson. Yes, in some, but in most cases not. 

Mr. Henersen. The agreement which they have drawn up for 
personal credit organization is short; without objection, may we hay 
that put in the record ? . 

The Cnairman. Yes; without objection. 






Jfemorandum showing articles of agreement for a farmers’ credit exchange. E 
' a 


ARTICLES OF AGREEMENT. 

We, the undersigned, for the purpose of promoting the farming industry, do- 
hereby associate ourselves together under the name of the ———— Farmers’ 
Credit Exchange, and, in consideration of the mutual benefits to be derived 
from such association, do hereby, each with the other, covenant and agree as_ 
follows: ‘q 
1. The business of the exchange shall be to buy farm requirements and gen- 
eral supplies, and to sell the same to its members. i 


2. The officers of the exchange shall consist of a president, a secretary, and 


a treasurer, to be elected by a majority vote of all the members present at the — 
annual meeting of the exchange. These three officers shall constitute the execu-_ 
tive committee of the exchange. There shall also be elected at the annual 
meeting an auditing committee of three members, no one of whom may be at 
the same time a member of the executive committee. ” 


3. The officers and the auditing committee shall be elected for one year, and © 


Shall hold office until their successors are elected and qualified. Any vacancy 
that may occur shall be filled, for the balance of the unexpired term, by election 


at the next regular meeting of the exchange: Provided, That, in casé of emer-_ 
=, bd 


gency, the executive committee may, in its discretion, call a special meeting 
for the purpose of filling the vacancy. 


4. Any officer or committee member may be removed from office for cause by . 


the vote of two-thirds of all the members of the exchange: Provided, That the 
officer or committee member shall have been given a hearing before the ex- 
change, and the matter shall have been laid over to a subsequent meeting, with 
an intervening period of not less than 10 days. 

5. The annual meeting of the exchange shall be held on ——— Ae 
regular meetings shall be held on the t——th of each Inonth, unless the ex- 
change shall vote at any regular meeting to omit the next regular monthly 
meeting. Special meetings may be called by the executive committee, which 
must give four days’ notice to the members. Special meetings must be called 
by the executive committee on the written request of ———— members. 
members shall constitute a quorum for the transaction of business at any meet- 
ing of the exchange. | 

6. Applications for membership must be made in writing, and must have 
the approval of two members of the executive committee. Approved applicants 
may be elected to membership by a two-thirds vote of the members present at 
any meeting of the exchange. All elected members shall subscribe to the arti- 
cles of agreement. 

7. The management of the business of the exchange shall be vested in the 
executice committee, which shall be required to report at each regular meeting, 
to submit a detailed statement of the year’s business at the annual meeting, 
and to hold its accounts always subject to examination by the auditing com- 
mittee, ; ‘ 

8. It shall be the duty of the auditing committee to audit the books of the 
exchange at least once each year, to examine from time to time the security 
for any indebtedness to the exchange, and to report the results of their work 
to the exchange. 

9. For the purpose of obtaining the funds necessary to purchase, care for, 
and deliver farm requirements and general supplies, including incidental ex- 
penses, the executive committee is hereby authorized to borrow money on such 
terms and conditions as it may deem best; and to this end the said committee 
is hereby made the agent of each and every person whose name is hereunto 
affixed, with full power to incur such obligations, the same to be valid, joint, 
and several obligations, upon each member of the exchange in the same mafhner 
as if each one had personally signed and executed them: Provided, That in no 


ym tas 
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event shall the total amount of indebtedness thus created against the members 
f the exchange exceed the sum of ———— dollars. Such obligations shall be 
made in the name of the exchange, and shall be signed by the three members 
of the executive committee. 

E10. The farm requirements and general supplies purchased by the exchange 
shall be sold to members on such terms as the executive committee may deter- 
mine. In case the full purchase price be not paid to the exchange on delivery 
of the goods, the amount unpaid shall be secured by satisfactory two-name 
paper, or by a chattel mortgage on cattle, implements, or other property unen- 
cumbered, with such other security as the executive committee may require. 
11. No goods shall be purchased by the exchange except upon written appli- 
eation signed by the member desiring the goods and stating specifically the 
quantity and quality desired. ; 

' 42. The executive committee shall be empowered to add to the cost price of 
all goods sold by the exchange a uniform commission, not to exceed — per 
ent of the total cost of the goods, to pay the incidental expenses of transacting 
the business of the exchange. 

13. No member may resign from the exchange while indebted to it. A mem- 
per not indebted to the exchange may resign, with the consent of the executive 
committee, on giving — days’ notice, the same to be duly published for 
consecutive weeks in , 2 newspaper published in : 











14. This agreement shall continue in force for three years from date: Pro- 
vided, That it may be sooner dissolved, at any time the exchange is out of debt, 

by a two-thirds vote of the total membership. It may be amended by a two- 

‘thirds vote of the total membership at any time when the exchange is out of 

debt, or otherwise with the consent and approval of all its creditors. 

In witness whereof, etc. 














Mr. Hausen. Can you give us a statement of what the agreement 

is? What do they propose to do? 

Mr. Tromrson. They propose to let an executive committee act on 

behalf of the association, and negotiate loans for the association on 
their joint and several liability. 

Mr. Havcen. One loaning his credit to the other? 

Mr. THomrson. Yes. 

Mr. Haveen. Is that one of the plans approved by you? 
~ Mr. Tuomrson. That is one of the plans which have been adopted ; 
after we worked out the forms, it was adopted and taken as the form 
of organization in one of the localities I have stated. 

Mr. Havcen. Do you suggest that by way of legislation ? 

Mr. Tompson. It is not legislation at all; it is merely voluntary 
organization. 

Mr. Haucen. It has no reference to your recommendation as to 
legislation? If we are going to have. legislation, shall it be along 
that line? To make myself clear, I should be opposed to a plan 
where the Iowa people would be compelled to loan their security 
and put that up against these States that pay three times the rate 
of interest that our State pays, as I infer that the security in those 
States is much less desirable than it is in ours. 

Mr. Srerir. That is not the intention, Mr. H 
stand it. 

Mr. THompson. 
not the intention. 
credits there are other topics that we h 


1’‘his provision must be made to conform with whatever State law the organization 
comes under, presumably the law governins partnerships. 


augen, as I under- 


I think your statement is clear, and I think it 1S 


Then, further, of course, in our studies of rural 
ave been asked to study, 
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largely because we have been asked for information from man 
States. The States as well as Congress want information as a basi 
for intelligent action in legislation, and that opens up a lot of topies 
that we have tried to study in order that we may have such informa 

tion available; and the State of Iowa is one of those States, by the — 
way. I do not think it is necessary to go into that further, unless _ 
there are specific questions bearing on that. : 

The Cuamman. Any questions? 

Dr. Thompson, take up your next line. . 

Mr. Tuompeson. I will leave the subject of rural credits now, 
unless there is something further on it. 

The next topic is the subject of agricultural insurance. In intro- 
ducing that topic, I would like to hold up to the committee a map 
showing the local farmers’ mutual insurance companies in the United 
States. Each tack shows you where a mutual farmers’ insurance | 
company is located, so far as our present information indicates. We 
do not vouch for the absolute accuracy of it, because our studies have 
not been kept up long enough, but we think it is a fairly accurate 
representation of the farmers’ mutual insurance companies of this 
country. . 

Mr. Anperson. Will you state how many of them there are? 

Mr. Tuompson. There are over 2,100. farmers’ mutual insurance 
companies in this country, including organizations for insurance 
against fire, hail, and wind. If you want exact figures, I will give 
them as follows: Our present tabulation shows that there are 1,989 
local farmers’ fire insurance companies; that there are 32 organized 
for insurance of live stock; 34 for hail; 47 for wind; and 11 for hail 
and wind combined. 

I would like to add further that our information indicates that 
the insurable property protected by these local mutual insurance 
companies exceeds five billions of dollars, and those figures mean 
more when we put them alongside of figures from the United States 
census reports, which show that the value of the total insurable 
property on farms in this country, including buildings, live stock, 
implements, and machinery, was less than twelve billion dollars in 
1910. If you increase this figure, to bring it down to date, it would be 
perhaps fifteen billion dollars, thus showing that these local farmers? 
mutual insurance companies now cover more than one-third of 
the total insurable property on farms in this country. 

- Mr. Sreete. You would encourage that line of insurance, would 
you not? 

Mr: Tuompson. Yes. As to the study of this subject, we have an 
investigator in agricultural insurance now. One thing we would 
take up would be legislation in the various States, to see how far 
that helps or hinders the development of this particular thing. 
We find, for instance, that about 20 States have special mutual in- 
surance laws; the balance do not have. TI could go on and illustrate 
some of the reasons why it is an advantage to have a special law 
and show the importance of working with States, in order that all 
the States may have as helpful legislation as possible in the interest 
of this particular movement. 

Then the work would also include the working out of a model 
constitution and by-laws for a mutual insurance company. That 
would be especially important in those States that do not have 
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special laws, because they do not have anything to help them formu- 
Jate it. The importance of this study, I think, is not confined to 


those newer sections, where the work has not been so well developed. 
Tf you will go into some of the most densely populated mutual in- 
‘surance company sections you will find variations in the cost of 
conducting those insurance companies, running all the way from 
10 cents a thousand to 30 or 40 cents a thousand among companies 
which are near each other and where the conditions are substantially 
‘alike, and still they are not able to run on the same basis. ‘There 
are reasons why these costs are different. We find the companies 
are very anxious and glad to get this information when they can, 
‘and we believe it is important to settle it as quickly as we can. 
Another illustration would be the way in which they handle their 
‘business, their accounts, and how they conduct their business. 
There are different classes of these companies—live stock, hail, and 
“windstorm, as well as fire—and it is believed that study should be 
made of each of those classes and separate consideration given to 
each, with a view to developing and aiding them as much as possible. 
That is about all I care to say. 
Mr. Havcen. Do you think it is the function of Congress to go 

into the State legislatures to encourage or advise them or to edu- 
cate them how to legislate ? 
Mr. Tuomrson. It has been, as I understand it, the policy to 
furnish information regarding conditions in some States to other 
States. 
Mr. Havcen. The expense js in proportion to the losses, I take it? 
Mr. Tuomrson. The expenses depend partly on how the business 
ig run, and that in turn is determined partly by how much the 
-manager knows about running the business. 
Mr. Havcen. For instance, I insure in three counties. The con- 
ditions are the same. They have exactly the same general conditions 
and management. There is an assessment in this county and none in 
this county. The assessments are made to pay losses. Now, is there 
any way to reduce the losses ¢ 

Mr. Tuompson. There is a way of improving the situation in ref- 
~ erence to losses. 
» Mr. Havcen. We find in one locality a good deal of rain at the 
time they are putting up their clover; a great many barns are burned 
down, and assessments are made; in other localities no losses, hence 


no assessments. 
Mr. Trompson. I was speaking of the management of the com- 


pany. 
Mr. Havcen. You have reference to the mismanagement of the 


company ? 

Mr. THomreson. I refer, on the side of expense, to such matters 
as a wrong system of handling assessments. For instance, the system 
of having only postassessments increases expenses unnecessarily ; 
and, on the side of losses, I may refer by way of illustration to 
companies which have not properly classified their risks and which, 
for this reason, incur needless loss. 

Mr. Havcen. And they have their annual meetings and get to- 
gether and discuss these questions. Are they not getting along fairly 
well in most places where they are incorporated ? 


aoe 
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Mr. Tuompson. They are getting along fairly well, but they co al 
get along better. . | -* 
Mr. Havcen. They could be improved upon? | ‘ 
Mr. Tiuomrson. We are getting calls for help right along. : 
Mr, Havern. I think one excellent work done by the departm en 
some years ago was when you got out.a volume giving the articles of 
incorporation and by-laws of all the organizations throughout. the 
States. I do not know whether it included all of them, but quite a 
number of them. ‘That is available, is it not? | os 
Mr. Branp. You have in mind report No. 98. It is scarcely avail- 
able any more. a 
Mr. Havcen. It could be reprinted ? “eZ 
Mr. Branp. Yes; but a great amount of progress has been made n 
the meantime, and a great many of those practices have been super- 
seded in the organizations that are given there. 
Mr. Havern. In what way? ne 
Mr. Brann. Since the printing of that, which is now six, or eight 
years ago, the Clayton amendment to the anti-trust laws has been. 
passed. Section 6 of the Clayton law gives certain exemptions to 
agricultural and horticultural organizations, as a result of which the 
California Fruit Growers’ Exchange is in process of remodeling its 
whole organization. Its old form is given in this bulletin, but it is 
being superseded now, and the same thing is true in many other 
cases. i 
Mr. Haucen. Do you contend that it would be necessary, under the 
Clayton law, for these people to reincorporate? 
Mr. Branp. If they want the benefit of that law; I mean the ex- 
emptions in section 6. 3 . * 
Mr. Haucen. Do you mean their whole method of doing business? 


Mr. Brann. In some cases, especially if they are organized with 
capital stock. | 
Mr. Sterte. Could not another bulletin be issued ? a 
Mr. Brann. Yes; and we are working on that. The exemptions — 
run only to organizations which are organized without capital stock. — 

Mr. Havern. But very few of them have capital stock ? 

Mr. Branp. A very large number have. 

Mr. Havern. Paid-up capital ? 

Mr. Branp. Some of them paid-up and some not. 

Mr. Rupey. There are not many failures, are there, in those farm- 
ers’ mutual organizations or insurance companies ? 

Mr. Tuompson. As far as I have been able to learn, this is one of 
the most successful forms of cooperative organization amongst farm- 
ers in the world. 

Mr. Howern. How long have these been in existence ? 

Mr. Tompson. In some of the States, twenty or thirty years. 

Mr. Howexn. It is nothing new? . 

Mr. Trompson. Oh, no. If you go into the foreign countries, some 
of them run back many centuries; some to the tenth or twelfth cen-. 
tury. It is a very well-established institution in countries like Ger- 
many and France. y é 

The next topic, or communication, refers to farmers’ telephone 
companies. We have only begun on this subject, but we find that 
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several hundred of them are spread over more than 40 States, and 
we are constantly receiving requests for information as to how to 
organize them; either information with reference to their methods 
of doing business or with reference to their methods of financing. 
TI take it that the mere mention of that is all that is necessary. 
The Cnarrman. Any questions, gentlemen? Proceed, Dr. 
Thompson. - 

Mr. Tuomrson. Then, the remaining item comes under what you 
might call social organization or social and educational activities. 

A suggestion of what has been accomplished under that project is 
found in the bulletin entitled “ The organization of a rural commu- 
nity,” which was printed in the Yearbook and reprinted separately. 

The idea, in brief, is to see ways and means in which organization 
may be promoted or organizations utilized for other purposes than 
the particular ones that have been considered so far. By way of 
illustration, I might mention the question of the extension of the 
usefulness of the farmers’ club, which 1s a farmers’ forum where 
they may discuss all community problems, similar to a business man’s 
club—how far an extension of the usefulness of the club is possible, 
and what could be done to encourage that; what forms of association 
may be suggested; what may be done, as is being done in a few 
States, to help them keep up the right kind of a program of work. 

Perhaps another function would be to help them in studying com- 
munity problems, in cooperation with local agencies. I think the 
only other thing I need to mention is the fact that in much of this 
work we find that women’s rural organizations are active, and the 
question of how far help may be rendered in making them more use- 
ful naturally goes with the other question with reference to farm- 
ers’ clubs. 

The Cuarrman. Any questions! 

Mr. Howett. It seems to me, if I understand the scope of this 
work, that it is treading very closely on the ground of the extension 
work we are carrying on, and I would like to have you differentiate 
what you are doing from what is done under the extension work. 

Mr. Tuomrson. There is a clear line of demarcation between the 
work we are doing and that of the Office of Extension, but we are 
_ working in close cooperation with them. They are asking us to fur- 
nish them with forms of organization for these local organizations, 
and we are doing it. They are attempting to disseminate the in- 
formation we furnish; our work is more particularly investigational. 

Mr. Anprerson. You have no men in the field explaining organl- 
zation ? 

Mr. Tuompson. We are carrying on experimental studies, and 
then we are making the results available to the extension service. 

The Cuarrman. Any further questions, gentlemen? If not, we 
are very much obliged to you, Mr. Thompson, and hope we have not 
taxed you too much. 

Mr. ‘TxHomrson. Not at all, gentlemen ; thank you. 
(Thereupon, at 12.49 p. m...the committee took a recess until 


3 o'clock p. m.) 
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AFTER RECESS. 





The committee reassembled pursuant to the taking of recess. 


STATEMENT OF MR. CHARLES J. BRAND, CHIEF OF OFFICE OF : 
MARKETS AND RURAL ORGANIZATION—Continued. ~ 4 


The Cuarrman. Will you take up item 48, “For general adminis-_ 
trative expenses in connection with the lines of investigation, experi- 
ment, and demonstration conducted in the Office of Markets and 
Rural Organization, $23,720.” 

Mr. Branp. There is little to be said in respect to that. It is the 
general administrative fund for the whole office and includes the 
administrative expenses of the office of the chief, the chief clerk, 
mails and files, supplies and accounts, the office of the auditor, | 
library, telegraphic force, stenographic pool, miscellaneous services 
such as janitors, char persons, and laborers. In addition, it is in-- 
tended during the coming year, or as soon as possible, to secure the 
services of an assistant chief, who will be paid from this fund. Those 
items are the general items of expense for the whole office. We have 
concentrated the administrative work considerably. Our steno- 
graphic work is done largely through a stenographic pool, from — 
which the offices all draw. Our mails and files are all kept in a cen- 
tral mailing and filing section, which takes care of the files for the 
subdivisions whose leaders you have heard during the past few days. 

The Cuarrman. What salaries are paid out of this fund? 

Mr. Brann. There are a number of clerical salaries. I could not 
state them offhand, but there are clerical salaries, salaries of lump- 
fund messengers, and we appoint clerks from this fund who are 
later transferred to the statutory roll in accordance with law. 

The Cuarrman. You are asking there for an increase of something 
hike $13,750. What necessity is there for that increase? 

Mr. Brann. That is intended to provide for the growth of admin- 
istrative work of the office and such additional growth as may result 
from the granting of any extension of the appropriation by the 
committee. 

The Cuamman. That additional sum asked here would depend 
largely on the attitude of the committee in regard to the suggestions ? 

Mr. Brann. Yes, sir. . 

The Cnamman. Very well: Take up now item 44, “Knforcement 
of the United States cotton-futures act.” 

Mr. Brann. There are three distinct: activities in this connection. 
The first we may mention is the preparation and distribution of 
cotton standards under the provisions of section 9 of the act. There 
have been prepared and sold to the cotton trade almost 600 sets of 
the new grade standard for white cotton promulgated under the act. 
This is probably the largest number of any one cotton standard 
that has ever been in use hitherto in the world. The standard has 
given general satisfaction to the trade. We have constant demands 
for new copies, and we have our force of workers constantly pre- 
paring new copies. These copies, as the comm(‘ttee knows, are sold 
to the trade and are in no case given away. 

Mr. Anprerson. How does the price at which they are sold compare 
with the cost of preparing them ? 
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Mr. Branp. The price at which they are sold is estimated to cover 


the cost of preparing, as related to the standards themselves, and 


not as to the incidental investigational work.. 
The Cuairman. As to the preparation and sale of these standards 
under the cotton-futures act, how does that work compare with that 


_ done under item 41, “the investigation and demonstration of cotton 
_ standards,” and so on? 


Mr. Branp. The work done under item 41 is investigational and 
demonstrational work. Only the actual physical preparation and 
distribution of the standards is done under the cotton-futures appro- 
priation. The investigational work has reached the point where we 
may say it is almost completed. We have just finished an investiga- 
tion of yellow tinges, yellow stains, and blue stains. That investiga- 
tion was carried on under item 41. Investigational work remains to 
be done regarding length of staple and other qualities and conditions 


r of cotton, as required by the cotton-futures act. Work in demonstrat- 


ing the standards in the field also must be done under this item, 
and spinning tests must be made to determine the tensile strength of 
cotton, etc. 

The Crarrman. About how much of this appropriation in item 
44 will be used in the preparation and sale of these standards? 

Mr. Branp. I think we can give a relatively fair estimate of that 
from our Program of Work. 

~The CuarrmMan. Preparation and distribution of the official cotton 
standards of the United States.” There is a proposed expenditure 
of $35,000. That is on page 427 of the program book. 

Mr. Branp. The amount that would be expended would be prac- 
tically the same. There would be a slight reduction from that shown 
in the Program of Work. We really estimate for a very slight reduc- 
tion in the cotton-futures appropriation, considering the vanishing 
balance of the continuing appropriation. The total amount esti- 
mated for is something like $1,500 less than the amount provided for 
this year, so that the amount would be substantially the same as that 
shown in the Program of Work, $35,000. I may say in connection 


‘with that, that the sale of standards has netted thus far something 


sn excess of $10,000, and in addition to that sum, which has been 
turned into the Treasury to the credit of “ miscellaneous receipts,” 
something like $10,000 has been returned also from the sale of cotton 
which has run off so that it could no longer be used in the prepara- 


. tion of standards. Altogether from these two sources there has been 


returned something over $20,000. 

The Cxamman. What other lines of work have you under this 
item ? 

Mr. Branp. There are two other items, Mr. Chairman. The first 
I will take up is the determination of disputes. There were pre- 
sented to the department during the period up to December 1, 1915, 
1,003 disputes on future contracts, originating wholly in the New 
York Cotton Exchange, as the New Orleans Cotton Exchange has 
not thus far sent any disputes 1n, having settled their disputes with 
their own exchange machinery. The disputes which have been re- 
ferred have arisen in the various delivery months, the heaviest de- 
livery month being May. During that month we passed upon nearly 
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36,000 bales of cotton in dispute; the exact number was 35,882 bales. — 





That includes 374 individual disputes. The amount of business we | 


have to do under this item varies greatly. In J uly, which is another 


For such cases we have developed a machinery for quickly and aceu- 
rately serving the industry and passing upon the questions sub- 
mitted to us. 

Mr. Anprerson. What fee, if any, is charged for the settlement of 
these disputes? WUE, 

Mr. Branp. The schedule of fees is a little complicated, and if it 
would suit you I would be glad to put it in the record. 

Mr. Anperson. I do not care about it in detail. Ag 

Mr. Branp. I can tell you roughly that it is 20 cents for grade 
alone, 35 cents for grade and staple—— 

Mr. Anpverson. Per bale? 

Mr. Branp. Per bale. And 40 cents for grade, staple, and quality, 
if all questions in dispute are settled at one time. That is, roughly, 
the schedule. 

Mr. Anprrson. Do you figure that that covers substantially the 
cost of the machinery involved ? 

Mr. Branp. Yes: we believe it does, in a substantial way. The 
receipts from all sources in disputes, including grade, length of 
staple, and other qualities, as provided by the act, have been $23,800. 
which amount has been returned to the Treasury. Under the item 
as a whole there has been returned to the Treasury $45,150. 

Mr. Hertrx. Some of those disputes were as to the grades, were 
they not? 

Mr. Branp. Yes. 3 

Mr. Herrin. One person tendered cotton and claimed it was one 
grade, and the man who was to receive the cotton claimed that it 
was not that grade? 

Mr. Branp. That is right, Mr. Heflin. 

Mr. Hertry. How many of them were there? 

Mr. Brann. Sixty-five thousand four hundred and forty-six bales 
in all were disputed. 

Mr. Herrtry. How many individuals were there in those disputes ? 

Mr. Branp. How many individual disputants ? 

Mr. Herrurn. Yes. 

Mr. Branp. My memory is that there were 28 firms concerned in 
the disputes. 

Mr. Herrin. You mean in that matter. as to the grades? 

Mr. Branp. Do you refer to grades solely ? 

Mr. Herrin. Yes. 

Mr. Brann. I could not tell you with respect to the grades solely. 

Mr. Herrin. There were 28 firms disputing in all? 

Mr. Branp. I can not tell you how many firms were disputing as 
to grades only, but it is likely that all of them disputed as to grades. 

Mr. Heriry. How many cases have you determined where the dif- 
ference arose as to the difference between the grades? 

Mr. Branp. As to the grades only ? 

Mr. Herrin. Yes, as to the difference between the grades—the dif- 
ference in price? 
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Mr. Branp. We do not deal with the question of prices. We 


~ handle that indirectly only. The disputes we handle are with refer- 


ence to the differences and not to the absolute price. 
Mr. Heri. Under the Lever act we meant—I did, as one who had 
to do with some provisions in that bill—that, where there was a dis- 


pute as to how many points there were between one grade and an- 


_ other, they should submit that matter to you, and you should de- 
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cide it. 

Mr. Branp. I think we arrive at substantially the result you have 
in mind. 

Mr. Herur. And you were to find out the differences by consult- 
ing spot markets. 

Mr. Branp. You are quite right. We are doing that. There are 
11 designated spot markets from which we receive reports every day 
as to the differences between each of the grades and middling. The 


average of those differences is used in the settlement of contracts on 


the exchange. Thus we arrive at the same point which you have in 
mind. 

Mr. Heri. You get those points from the spot markets? 

Mr. Branp. Yes. 

Mr. Herrin. And use them in settling these disputes 

Br. Branp. We do not use them. It would be more correct to say 
that the exchange members use them and that we supervise the 
securing of the commercial differences. 

Mr. Anperson. Have you anything there that shows the per- 
centages of the grades sustained or grades lowered ¢ 
_ Mr. Branp. I have not in hand the material to show that, but we 
will put it in printed form in the course of the next 10 days, with a 
very careful analysis showing just what was done in each of those 
cases. I have it in this form here, which will indicate to you the 
general nature. Out of the 65,446 bales disputed, 4,162 were dis- 
puted as to grade only, 1,644 as to staple only, 359 as to other quali- 
ties. 50,778 bales were disputed as to both grade and staple, coming 
under that combination. Then for grade and quality, that 1s, as to 
whether it was gin cut, sandy, or any of those other qualities, there 


was 191, for staple and quality 192, and then for all three questions— 


grade, staple, and quality—8,12o. 

Mr. Anperson. What I am trying to get at is, where the grade was 
fixed prior to the appeal, in how many instances was the grade sus- 
tained and in how many instances was the grade either raised or 
lowered. 

Mr. Branp. That will be shown in detail in the case of each of the 
disputes in the publication I have mentioned—the number of cases 1n 
which the complainants’ contention was upheld and the number of 
cases in which the respondents’ contention was upheld. 

Mr. Hertr. Can you state now whether the majority of cases were 
sustained or whether they were not? 

Mr. Branp. I should say that in the majority of the cases the 
respondents’ grade was sustained. That is right, is it not, Mr. 
Meadows? 

Mr. Meanows.’ Yes. : 

Mr. Branp. That is due to the fact that the respondents largely 
are the spot-cotton firms, the qualified spot-cotton firms who deliver 
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cotton. They have in their employ, usually, good cotton men who 
grade with a great degree of accuracy. 


Mr. Hertry. Which shows that they are really delivering a better 


grade of cotton on contract than they were formerly, before the pas- | 
sage of this act! ‘ 

Mr. Brann. Every evidence we have gathered shows that the qual- — 
ity of cotton being delivered on contract is much improved. 

“Mr. Herrin. This work, which used to be done by the committee 
on fixed differences of the New York Cotton Exchange, is now being 
done by you? 

Mr. Branp. It is being supervised by us through the 11 spot mar- 
kets. We do not actually do it. That would almost constitute a 
species of price fixing. It is supervised by us under the law. 4 

The CrarrmMan. You have been discussing the matter of the deter- 
inination of disputes. Will you discuss briefly the matter of the 
investigation of future and spot markets? 2 

Mr. Branp, If it suits your pleasure, Mr. Chairman, I will ask 
Mr. Meadows, who is personally supervising the investigation of — 
spot and future markets, to tell you about that. 

Mr. Hnrrin. In the settlement of these disputes which arise, you © 
say they use the differences gotten from these spot markets. How 
do the exchange people get that information; do you tell them?. 

Mr. Brann. No; they get that direct. We have declined to furnish 4 
that to them, because it seemed to us that we would then assume an 
intermediary relation, which might raise question. We require them 
to ‘secure it direct, and we secure it direct and keep check upon — 
the differences as reported by the exchanges. If they are out of 
order, if it is a serious matter, we telegraph them, and, if it is not 
a serious matter, we immediately write them; we always come to an 
agreement as to what is the correct difference. 

Mr. Hrrrrx. You see to it that they do not use bogus reports? 

Mr. Branp. Yes; that matter is checked up each day. 

Mr. Haucen. The language says that a large amount of this fund 
is to be used in the enforcement of the cotton-futures act. 

Mr. Branp. Yes. 

Mr. Haucrn. That act has been declared unconstitutional. 

Mr. Branp. A lower court has so declared. 

Mr. Havucen. And you still insist upon enforcing an act which 
has been declared unconstitutional by a lower court? 

Mr. Branp. I suppose Mr. Haugen knows better than I do the 
legal status of a law which has been declared unconstitutional by a’ 
lower court. We always consult our Solicitor in a case of this sort 
and then are guided by his advice. I may say from the economic 
standpoint, aside from the legal standpoint, that it would be a very 
harmful matter if the decision of a lower court were allowed to 
interrupt the enforcement of the act. 

Mr. Herrin. When the decision of the lower court has been ap- 
pealed from and the appeal is then pending in the Supreme Court, 
the law is in effect until the Supreme Court either sustains or re- 
verses 1t. 

Mr. Haugen. That is a matter of policy. TI believe that it is a 
wrong policy. 

Let me ask you this question: Does it seem to you likely that the 
opinion of the lower court will be sustained 2 
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Mr. Branp. I think there is reasonable ground for believing that 
_ the lower court will not be sustained. 

Mr. Haveen. It is my understanding that it is generally conceded 
- that it will not be reversed, and that a new bill 1s to be introduced to 
5 take the place of this law. Is not that true? 

‘The Cuairman. A new bill has been introduced. 

Mr. Havcen. To make it constituti8nal. 

The CHAIRMAN. But the new bill was not introduced at all on the 
theory that the finding of the lower court was correct. It was intro- 
duced on the theory that it might be correct, and we could not afford 
to take any chances. It was a very small matter of correction, and 

we had better go ahead with that. The lawyers on that proposition 
differ very much. 

Mr. Havcen. That 1s very good; but what I want to get at is 
as to the policy of the Government in all these bureaus—whether it 
is going to be the policy and practice to continue to hold up people 
regardless of the decisions of the lower courts. 

Mr. Branp. I think it would be fair to answer, in response to that 
question, that when an economic injury would result from failure to 
enforce a law which a lower court had found unconstitutional and 
concerning which there was a great amount of varying opinion, the 
department would generally find that it would be to the interest of 
the public and the soundest public policy to continue to enforce it; 
and that has been done in this case. 

The Cuatrman. This happens to come right in this connection, 
and it will answer the question more fully than Mr. Brand does: 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 10, 1916. 
Hon. Morris SHEPPARD, 
United States Senate. 

Dear SENATOR SHEPPARD: The department has received your letter of the 
9th instant, in which you ask to be advised as to whether or not the interstate 
game law will continue to be enforced in view of adverse decisions of some of 
the courts. 

It seems quite plain that the law referred to is the Federal migratory-bird 
law and not the sections of the Penal Code regulating interstate commerce in 
the dead bodies of birds and game killed and shipped in violation of the laws 
of the several States. 

There is now pending in the Supreme Court of the United States, on appeal 
by the Government, the case of the United States v. Shauver, in which the 
Federal Court for the Eastern District of Arkansas held that the ‘Federal 
migratory-bird law is unconstitutional. The case was argued in the Supreme 
Court on October 18, last, put no decision has yet been rendered. - 

Meanwhile, it is the duty of the department to enforce the law, and it is being, 
and will continue to be enforced throughout the United States. 


Very truly, yours, i 
D. F. Houston, Secretary. 


That will answer your question as to the policy that is being fol- 
lowed, whether it is right or not. 

Mr. Branv. May I say one more word in regard to the acceptance 
of the law by the trade? It has been accepted almost unanimously 
as a highly beneficial piece of legislation. In the two great future 
markets only two firms are declining to come under its full provi- 
sions. All the rest have complied in every case where it has come to 
any kind of a determination. 

In that connection it is also interesting to state that one of the 
very firms that is most opposed to the legislation advised us that it 
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would not send any disputes to Washington during the month of — 
December because the act was unconstitutional. I may say that the — 
first dispute we received from the New York Cotton Exchange in — 
the month of December came from that firm. It found the law a 
protection, and it wished to have that protection in its business. 

Mr. Haucrn. You speak of disputes. Does that refer to delivery ? 

Mr. Branp.-On future contracts. | 

Mr. Havucrn. How many of those disputes have been referred to 
you? 

Mr. Brann. One thousand and three, as I stated at the outset. 

Mr. Havern. And that has reference to the delivery of cotton on 
future contracts? 

Mr. Branp. The delivery of cotton on future contracts. 

Mr. Havucren. And the demands of the law have been fully com- 
plied with? 

Mr. Branp. Yes, sir. 

Mr. Heriry. Just in your own way please explain what are the 
main points involved in these appeals that come to you for set- 
tlement. 

Mr. Branp. In the vast majority of cases the two questions in- 
volved were the correctness of the classing of the deliverer as to — 
grade and staple. In a lesser number of cases the question of grade 
only was disputed separately. In a still smaller number of cases 
staple was disputed alone, and in a very much reduced number of 
cases these two points were under dispute, with other questions such 
as Whether the cotton is gin cut, mix packed, false packed, and as to 
whether or not it is sandy, or any of the other off qualities that are 
denied delivery on the contract in accordance with the provisions of 
section 5 of the cotton-futures act. 

The Cuairman. Are there any further questions ? 

Mr. Havern. Has any question come up before the department 
in fixing the value of cotton that is coming in between the grades? 
You remember the wording. I do not recall the language used, but 
it is as to value between the grades that I refer to. 

Mr. Branp. I remember that question, and it was asked of me on 
this stand when the law was under consideration by this committee. 
I should say that there have been no complaints in any respect what- 
soever from any of the parties as to the correctness of the findings 
which have been issued under our white standards for grade and 
under the tentative color standards which have now been amplified 
and erected into true color standards. 

Mr. Havucen. Here is a bale of cotton that does not come up to 
strict good middling. That has got to go in the grade below, which 
is good middling? 

Mr. Branp. Yes. P ptiio: 

Mr. Havcen. There is a question between the two as to its actual 
value above good middling. My understanding is that that value 
can be taken into consideration in the adjustment of these claims. 

Mr. Branp. That is a kind of hairsplitting that is done on the 
future exchanges, but it is not done anywhere else. They have been 
perfectly satisfied, if it was nearest to middling, to have it put to 
middling, and if it was nearest to strict middling, to have it put to 
strict middling. So many other qualities are concerned, such as the 
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smoothness of the cotton and the ginning, that it has not been found 
difficult to satisfy the trade that the cotton has been correctly classed. 

Mr. Havucen. What difference is there between those two grades? 

Mr. Branv. The two grades you mentioned / 

Mr. Havcen. Yes. 

Mr. Branp. It is about a quarter of a cent, usually. I do not hap- 
pen to have a sheet with me to-day, but that is about the difference. 

Mr. Haucen. Say there is a difference of 4 cents between two 
grades. 

Mr. Branp. Not 4 cents. It is only a small fraction of a cent 
a fourth of a cent. 

Mr. HAvcen. if do not care what figures you use, but say there 
are four points of difference and that one comes within a point of 
being full grade. In the delivery of that cotton, is it delivered at 
the price of the cotton of the grade below, or are the three points 
taken into consideration in the adjustment above! 

Mr. Branp. The whole question of grades is settled by our cotton 
experts, and it is put into the nearest grade. 

Mr. Haucen. In grading it, that is the only thing you can do? 

Mr. Branp. Yes. 

Mr. Havcrn. But here I buy on the cotton exchange 1,000 bales 
of cotton, and the cotton is delivered, and here come 20 bales consid- 
erably or 8 points above the grade which is tendered, which might 
make a few dollars difference. Is that taken into consideration in 
the settlement ? 

Mr. Branp. In our work, Mr. Haugen, 1f an error has been 
made 

Mr. Havcen. No; there isno error. I do not make any complaint, 
now, of the grading. 

Mr. Branp. I am afraid you do not understand exactly how it 
comes to us. It comes to us with the complaint or stipulation, as 
the case may be. If the two parties to the contract have agreed to 
submit the dispute together, 1t comes in the form of a stipulation. 
Tf it comes otherwise, the person receiving the cotton submits 1¢ in 
the form of a complaint, and the person tendering the cotton 1s 
permitted to respond; we call him the respondent, and he submits 
his claim in that form. ris 

Mr. Havcen. Suppose I sell you 1,000 bales of strict good milling 
-at $50 per bale. I tender you 1,000 bales of the grade below, which 
we will say sells for $40 per bale. The bales tendered are almost up 
to the grade above, or within one-quarter of strict good middling. 
Hence the cotton tendered is actually worth $7.50 per bale more than 
indicated by its grade, or a difference in value of $7,500. As a 
classer, under the law and according to grades established, you have 
to grade it as a grade either above or below its actual value, not- 
withstanding the fact that the cotton Is actually worth $7.50 a bale 
more than the grade below, which I believe 1s good middling, and 
$9.50 a bale less than strict good middling, the grade above. 

Mr. Branp. You want to know what becomes of that spot cotton ¢ 

Mr. Havcen (continuing). On the one orade, the person deliver- 
ing is entitled to $7.50; T am inquiring whether any of those cases 


have come to your office. 
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Mr. Branp. If a man has cotton of special quality he usually 
avoids delivering it on contract. He sells it on the spot and gets the 
money for it. 

Mr. Haucen. But under the law he is entitled to the actual value. 

Mr. Branp. No; he is entitled to the difference between that grade 
and middling, as determined by the averages from the 11 spot 
markets. 

Mr. Havcen. Well, that establishes the value of that grade. But 
what becomes of that difference? I am not discussing the transac- 
tion on the board of trade, but I was asking whether any of those 
questions have been submitted to you for determination. 

Mr. Branp. Indirectly; when the grade, staple, and quality were 
submitted we have had to answer questions of differences; but the 
question of what the value or the price is could not be. That is left 
to the parties. 

Mr. Haucen. That has not been submitted to you at all? 

Mr. Branp. Not in the form in which you have it in mind, I think. 

Mr. Herrin. In case a man tenders four grades of cotton on con- 
tract, which he says are middling, strict middling, ordinary, and 
good ordinary, he determines on the New York Cotton Exchange the 
difference—that is, the difference between each grade and every 
grade. 

Mr. Brann. Yes. 

Mr. Herriy. Suppose the man he is dealing with says there is net 
that saws difference between those grades. Who settles that dis- 
pute ¢ 

Mr. Brann. That is settled definitely by the determinations of the 
averages, and those averages are applied uniformly by the exchange. 
For instance, to-day is February 11. 

Mr. Heri. Yes. 

Mr. Brann: The average differences for the grades above middling 
are 23 points on for strict middling, 48 points on for good middling, 
71 points on for strict good middling, 102 points on for middling 
fair; and he has got to settle on those differences, He has no choice. 

Mr. Hertrn. If he does not settle in a satisfactory manner with 
this man, he takes an appeal to you—to your department. Do you 
determine that by the information you get from the spot markets? 

Mr. Branp. No; unless he raises a question as to the correctness of 
the quotations in the spot markets. Then we would investigate the’ 
spot markets to see whether they were complying with their agree- 
ment. 

Mr. Herrin. Tf he raised that question what would you do? — 

Mr. Branp. It sometimes occurs that a market has too wide differ- 
ences. We found that one of the markets was quoting good ordinary 
250 points off, when other markets not far distant were quoting it 
at 200 points off. We promptly present the facts to the market and 
ask it to check up the differences by reference to the actual spot- 
cotton transactions and to determine the differences correctly. In all 
cases they have complied, making their adjustments on a correct 
basis. 

Mr. Hrrirn. If one party to a contract is not satisfied with the way 
the exchange board has treated him in the deal and makes com- 
plaint that there is not that difference—the difference that they 
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quote him—between one grade and another, and he desires to appeal 
that to your department 
Mr. Branp. He would have no appeal to the department. He 
| ould stand on his rights as a member of the exchange, and he would 
be compelled to settle according to the average commercial differ- 
ences obtained from the spot markets. 

Mr. Havcen. But it would not be in your power to settle the dif- 
Yerences by grading it according to law. 

The Cuamman. If a seller of cotton should dispute the averages 

which you get from these 11 spot markets and question the accu- 
racy of the averages, then you would investigate to determine 
whether or not your averages were correct Y 
Mr. Branp. Yes. 
The CuarMAN. If your averages were correct and you stated they 
were correct, then the only remedy that he would have as between 
the two parties would be such remedy as the rules of the exchange 
“afforded in the first place; and if he was not satisfied with this, his 
remedy would be in the courts of law? Is that it? 

Mr. Branp. Yes; in the courts of law. 

The Crarrman. Is that what you had in mind ¢ 

Mr. Branp. It would be a matter of contract between the two. 

Mr. Hertry. I had in mind a situation without regard to the in- 
- formation they had over there as to what the price was in the spot 
market; that when a man contracted for the cotton with a man to 
deliver the cotton, and when the time of settlement came he had four 
grades, and he said, “ This is worth 12 cents. this is worth 11, this 1s 
worth 9, and this is worth 8? and the man contracting for the cot- 
ton said, “ There is not that difference in the grades; there 1s not that 
much difference. J dispute that proposition.” The question I wish 
to ask is this: To whom does he go for enforcement of that contract 
+f the man on the exchange does not live up to it? 

‘Mr. Branp. If it is a matter of price, he takes refuge in the 
rules of the exchange and the courts* of law, as Mr. Lever says. 
Tf the disagreement 1s one of grade, length of staple, or other 
quality, he submits the question to the department, and the depart- 
ment’s findings are prima facie evidence in the courts. 

Mr. Herrin. Under the law? 


Mr. Branp. Under the law. 
Mr. Heruix. When we prepared the Lever cotton-futures act, I 


had something to do with suggesting that provision of taking that 
appeal to your department, and it was in my mind that the purpose 
of making that provision was for you to have that power when he 
appealed to you. Suppose this man wants me to take this cotton, 
and he says that there is this difference between this grade and that 
grade, and I say “That is not true,” and you have got the informa- 
<ion as to the spot market price; I want you to use your judgment on 
it. That was my intention—for you to have that power under that 
law. If you have not got that, and he has got to. rely on the rules 
of the exchange, he is in a bad fix on that proposition. 

Mr. Branp. The rules of the exchange provide for using the ma- 
chinery which 1s required under the law for arriving at the differ- 


ences, so that what you have in mind is accomplished, though not by 
the direct method that you have in mind. It is accomplished through 
lue in the spot market. 
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Mr. Herury. And by rules that you have promulgated ? 

Mr. Branp. Yes; by the rules ‘and regulations that the depart- 
ment has promulgated under the act, and by the fact that the ex- 
changes, with our assistance, have made their rules conform to the 
provisions of the act. 

Mr. Heriry. Do you know when they amend those rules? 

Mr. Branp. Yes. We are informed constantly regarding all those 
points. All their rules were submitted to us, and practically every 
change that we suggested under the act was made by both the great 
future exchanges. 

Mr. Sreeie. The only value there can be in these findings is that if 
there is a lawsuit you are an expert witness. 

Mr. Branp. In the courts the prima facie value of the finding of 
the Secretary of Agriculture is far greater than the evidence of a 
mere witness presenting his own statement. The burden of proof is 
upon the person who wishes to dispute the finding. ; 

Mr. Havucen. And under the law. when it is held constitutional, — 
you will have the power to fix the differences? | 

The Cuarrman. No. | 

Mr. Branp. No. Under the law there is provided a machine, an — 
impersonal affair, consisting of eleven spot markets working inde- 
pendently, and the average of their differences fixes the differences 
each day according to our sheets. This machinery is automatic and 
self-working. 

Mr. Haucen. Under the law, is it optional with these people 
whether they accept the finding of the department? : 

Mr. Branp. Not at all. If they submit a question, they must accept 
the finding; or if they operate on the exchange, they must accept it; 
because otherwise they would be thrown out of the exchange. 

Mr. Haueen. Then you fix the differences, so far as the operations 
of the exchange are concerned 

Mr. Branp. The machinery set up by the law is automatic in its 
operation. The only thing we do is to go out and investigate the spot 
markets and declare which are spot markets for the purposes of the 
act. Then, in accordance with the arrangements we make with them, 
these spot markets report telegraphically to the future exchanges 
daily. From their averages are computed the differences which are 
used each day in settling contracts. 

Mr. Haucen. For what purpose ? ; 

Mr. Brann. For the settlement of future contracts. 

Mr. Havcen. For the settlement of future contracts ? 

Mr. Brann. On the fifth day succeeding. 

Mr. Haveen. And that is fixed for the purpose of adjusting these 
differences ? 

Mr. Branp. It is fixed by the spot market and changes from day 
to day as the prices in spot'sales change. . 

Mr. Herury. Prior to the passage of this law they had that com- 
mittee on fixed differences which determined these differences day 
after day and night after night, and there was no appeal from it. 
Now they do not have that power under this law ? 

Mr. Branp. No; they do not; absolutely, not. They are required 
by law to use the averages of the spot markets designated under the 
act. ‘ 
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Mr. Herury. Or be subjected to the tax of 2 cents a pound? 

Mr. Branp. Two cents a pound on every contract. 

Mr. Haucen. They have formulated rules? 

Mr. Branp. We have cooperated with them, and all their rules have 
been. modified in accordance with the act; and, as Mr. Lever said, the 
president of the New York Exchange has since stated that they 
would not change these rules if the act was declared unconstitutional. 
_ The Cuarrman. Are there any other questions on this? It not, 
we will ask Mr. Meadows to give us very briefly what he does on the 
spot markets to get these averages. , 

Mr. Branp. If I may insert one word in regard to the item of 
administration, I would like to do so. 

Mr. CuairMan. Yes. 

Mr. Branp. In connection with the spot markets I wish to say that 
they are required to quote to us daily. This is a gratuitous service 
which means considerable work and care. ‘They are required to quote 
accurately upon the standards that we have prepared and promul- 
gated. The lower grades of the white standards particularly, and 
the color standards, will change with relative rapidity. Inasmuch 
as certain spot markets are rendering us a service in furnishing these 
quotations, we feel that in their particular cases it would be only fair 
for us to make replacements of the standards they have purchased 
if it becomes necessary to declare these standards as no longer true 
copies. There are 11 of these markets actually reporting at this 
time, and there are 15 or 16 designated. It is therefore suggested 
that you consent to a change in the language of item 41—I believe 
it now provides “ for the investigation and demonstration of stand- 
ards for the different grades, etc., of cotton ”__so as to make it read, 
instead, “ For investigating, demonstrating, and promoting the use 
of standards,” etc. Under that language we can extend to these spot 
markets the courtesy of replacing sets that we condemn because they 
are not accurate enough to permit their use in obtaining, in coopera- 
tion with us, quotations in the market. I lay that suggestion before 
the committee in order that we may be given authority to do that, 
and, if the committee pleases, I would like to submit a letter from the 
Secretary of Agriculture recommending such a change as I have 
suggested. 

(The letter referred to is as follows:) 

DEPARTMENT OF AGRICULTURE, 
Washington, February 8, 1916. 


Hon. A. F. LEVER, 


Chairman Comniittee on Agriculture, House of Representatives. 

Dear Mr. LEVER: For the purposes of the United States cotton-futures act, 
the quotations of the bona fide spot markets designated by the Secretary of 
Agriculture must be based on the official cotton standards of the United States, 
and are used in arriving at the actual commercial differences in settling con- 
tracts of sale of cotton for future delivery made on the exchanges. 

It is essential that the practical forms of the standards which are used for 
these purposes shall always accurately’ represent the original standards, in 
order that the resulting quotations may constantly reflect the true values of 
spot cotton. 

As constant use renders these practical forms subject to change and deterio- 
ration, it is desirable that they should be frequently inspected and, from time 
to time, replaced. The consequent expense to the purchasers is somewhat of 
a hardship and may have a tendency to limit the distribution. 
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It would seem desirable that authority be given the Secretary of Agriculture — 
to place copies of the standards in the spot markets and on the exchanges and 
to replace them from time to time, in his discretion, free of cost to the persons | 
using them. In this way the use of the standards would be promoted and the 4 
purposes of the cotton-futures act more completely carried out. 

Under the act practical forms of the official cotton standards of the United — 
States may be furnished only on request and payment of the cost thereof. 
The language of the estimate of the Department of Agriculture for the fiscal 
year 1917 provides “for the investigation and demonstration of ‘standards,” 
etc. (See,p. 197, Estimates of Appropriations for the Department of Agricul-_ 
ture. ) 

It is believed that the Secretary of Agriculture would be unable to make the 
desired distribution and replacement free of cost to the spot markets and 
exchanges concerned, as the purposes contemplated do not seem to come within 
the grant of authority to demonstrate the standards. Therefore it is submitted 
for your consideration that the item above referred to should be amended by 
striking out the words “the investigation and demonstration ” and substituting 
therefor “ investigating, demonstrating, and promoting the use.” 

Very truly yours, 


D. F. Houston, 
Secretary. 


Mr. Herrin. What do you charge for those grades that you send 
out ? | 

Mr. Branp. The complete set of white grades is $20. If you turn 
in your old set of nine boxes it is $15. The color standards are $25 
for the set, or $2.50 a box. 

Mr. Herrin. I thought you had a box with nine grades in it. One 
box for all the grades. 

Mr. Branp. No. We are studying that subject in connection with 
item 41. That is a point that was not brought out yesterday. In 
connection with the investigation and demonstration of cotton stand- 
ards we are trying to devise practical forms of grade standards that 
the county agents and other persons can use in teaching people some- 
thing regarding the value of their cotton—a simpler form of stand- 
ards which would be suitable for such use, though not for the cotton 
trade itself. 

Mr, Herrin. It would be a good idea; and if you had those stand- 
ards at_a cheaper price, the farmers themselves could buy them. 

Mr. Branp. We have devised five or six different methods and 
are carrying on experiments for popularizing the form of the stand- 
ards. 

Mr. Hower. How many cases have you been called in to arbitrate, 
on future contracts, this year? ; 

Mr. Brann. Up to December 1, 1,003 cases, involving 65,884 bales 
of cotton. 

Mr. Howe. So that this appropriation of $60,000 is now fastened 
upon us permanently so long as cotton is grown ? 

Mr. Brann. I should think, considering the beneficial purposes of 
the act, that there would be a continuing appropriation. 

Mr. Howe. I was inquiring to see if, after the trade got thor- 
oughly acquainted with the spot market and the method of doing it, 
they would not, to a large extent, relieve you of this arbitration you 
are carrying on. 

Mr. Brann. That is a possibility, but in every case of such arbitra- 
tion they must pay the costs. We have returned to the Treasury, 
as a result of this, nearly $24,000 of the sum that has been appropri- 
ated for this work; also a sum in excess of $10,000 from the sale of 
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standards, and a sum in excess of $10,000 from the sale of cotton 
found to be no longer necessary for the preparation of standards, 
making over $45,000 that we have returned altogether. 

Mr. Howe. How do you charge for the settlement of these 
- disputes ? 

Mr. Branv. We charge 20 cents a bale if only one question 1s 
included, and more if more than oné is included. 

Mr. Havcen. Here is the language of section 6: 


Src. 6. That for the purposes of section 5 of this act the differences above or 
below the contract price which the receiver shall pay for cotton of grades above 
or below the basis grade in the settlement of a contract of sale for the future 
delivery of cotton shail be determined by the actual commercial differences in 
value, ete. 

Further down it says: 


The said differences above or below the contract price which the receiver 
shall pay for cotton above or below the basis grade shall be determined by the 
average actual commercial differences in value. 


Have any of those cases been referred to you in determining 
the actual value?’ At 80 points the difference is $4 on each bale. 
Suppose I have a contract to deliver 1,000 bales to you of a certain 

rade, but on examination I have not 500 bales of that grade, and I 
tender 500 bales that are graded at the erade below, but they are 
within 20 points, or one quarter, of the grade above, which would 
make them worth $3 more than the grade below, or what they are 
eraded. Now, the question comes up between you and me whether I 
am entitled to the $3, or how much I am entitled to for the extra 
value over that grade. Under the law as an operator on the cotton 
exchange I am entitled to $3 per bale. | | 

That is a benefit that is given to the operators on the cotton 
exchange but not to the farmers, and there was some objection to it 
on the ground that that discriminated in favor of the operator on 
the board of trade in giving them the benefit of the difference be- 
tween the two grades fixed and not to the other people. 

Mr. Branp. Some sections of the cotton trade complain that we 
have given a benefit to the exchanges and declined to: give it to the 
spinners and spot merchants; so that we are receiving communica- 
tions from cotton spinners and others who want us to determine 
disputes. 

Mr. Havcen. The law gives the difference between the two. 

Mr. Branp. Yes. 

Mr. Havcen. But what advantage do the cotton operators of the 
exchanges get from this act? Do they asa general thing get pay for 
actual value of the cotton! 

Mr. Branv. We pass, as I stated before, upon the true grade, qual- 
ity, or length of staple. ee : 

Mr. Haucen. Then, so far as the price 1s concerned, they must 
determine that. | ; | 

Mr. Branpv. Yes. 

Mr. Havucen. You grade it, do you not? You fix the grade? 

- Mr. Branp. Yes. ; yor. 
Mr. Havcen. For them; but under the law and your ruling it must 


be graded either “ strict middling” or some other grade established ? 


Mr. Branp. Yes. . 
Mr. Havucen. There are differences In between those grades you fix 
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Mr. Branp. Very slight differences, as I said before; not sufficient 
so that the difference results in an injustice. ‘ 

Mr. Havcen. If they are but slight differences, why the difference ; 
in the price? 

Mr. Branp. The benefit of the uniformity of standards far out- 
weighs the difference in price. 

Mr. Havucen. That is not the question. There is a difference in the’ 
cotton, some being above and some below the grade established by 
you. It can not be exactly of that grade. Some may come almost up 
to a certain grade and some below. 

For instance, wheat may be almost number one, but it falls a little 
below. It may have a little more moisture; consequently, it is graded 
below. But after all, it is worth more than the wheat that comes 
in the grade below. If you deliver cotton on future contracts, if 
we settled according to law, I am entitled to the difference, that is, — 
whatever the value may be above the value of its grade value. Has 
that question been raised, and has it been brought to your attention 
and taken advantage of? 

Mr. Branp. It is determined daily in the spot markets, as I out- 
lined, and wired to us and to the future markets to use in determining 
the averages to be used as the basis of settlement. 

Mr. Haucen. That is true as to the grades, but the differences that 
come between the grades , 

Mr. Branp. We take no account of the differences between the 
grades. 

Mr. Haucen. And that question has not been submitted to you? 

Mr. Branp. It can not be submitted to us because the contracts 
of the exchanges require that the cotton must be delivered according 
to the standards of the United States. 

Mr. Havcen. Have you any knowledge of the operators on the- 
exchanges taking advantage of that provision of law? 

Mr. Brann. When you say “ taking advantage,” I do not quite 
understand what you mean. 

Mr. Havern. Or benefit; I do not care what you call it. 

Mr. Branp. The trade has been very greatly benefited, we believe. 
The value of the contract has been considerably enhanced. 

Mr. Havucen. You are talking about one thing, and I am talking 
about another. If you do not care to answer the question, very well; 
I will not press it; let it go. 

Mr. Brann. I am glad to answer any question. 

Mr. Havcen. I take it you have read the law. 

Mr. Branp. I can almost repeat it from memory. 

Mr. Havucen. Then you know what the differences are? 

Mr. Branp. Yes. 

Mr. Haveen. And you know what this language means, “ above 
below the basis grade ”? 

Mr. Brann. Yes; I think so. 

Mr. Havucren. And that there is a difference. Now, of what benefit 
is that to the operator; or what use is made of that by the operator ? 

Mr. Branp. Those distinctions are not recognized. 

Mr. Havucen. Not at all in the trade? 

Mr. Brann. Not at all. Delivery is made in accordance with the 
standard. He declares always upon the grade and never between 
the grades. 





or 


— 





es 


AGRICULTURE APPROPRIATION BILL. 223 


Mr. Hauecen. And the cotton is delivered at the price of that par- 


ticular grade? 


Mr. Branp. At that particular grade. 


Mr. Haucen. That is all I want to know. 


Mr. Branp. And each man decides for himself which grade comes 
nearest to giving him the value which he places on the cotton, and 


he offers it at that grade. If the other party to the contract does 
_ not believe he is getting a square deal, he disputes it and submits it 


to the department. 
Mr. Havcen. Now, when delivering cotton almost up to the 


- grade below, he delivers it at the grade below—no matter what the 


value may be? 

Mr. Branpv. No. We do not go into that. The trouble is, there, 
that you conceive of a possibility that does not exist under the act. 

Mr. Haucen. The act provides for it. 

Mr. Branp. No. 

The Cuarrman. Let me interrupt you, gentlemen. I do not think 
your minds are meeting at all. Let me see, Mr. Haugen, if I get 
your viewpoint. 

Mr. Hauvcen. Yes. 

The Cuatrman. Mr. Haugen conceives this situation: Here is a 
bale of cotton which grades not quite up to strict middling. 

Mr. Brann. Yes. 7 

The CrarrMan. Within a fraction of strict middling. Here is 
another bale of cotton which grades, say one-half way between strict 
middling and middling. Now, the question in Mr. Haugen’s mind is. 
when you come to determine the grade, when the dispute is made, 
do you put this bale that almost grades into strict middling into 
strict middling or do you drop it back to middling? 

Mr. Branp. We put it in strict middling if it is nearest that grade. 

The CuamrMan. The one that grades a little below the half-way 
line—would you put that into middling cotton and not into strict 
middling? Is that it, Mr. Haugen? 

Mr. Haucen. No. That is not what I am getting at. What is the 
grade below strict good middling ? 

Mr. Branp. Middling. 

Mr. Haucen. Middling. Now I have a contract with you to de- 


liver a thousand bales, and I have 500 bales that are strict middling, 


and here I have 500 bales that are not quite strict middling. Con- 
sequently, you must grade them the grade below? 

Mr. Branpv. No. We must grade them according to what we find 
them to be and put them in the nearest grade. 

Mr. Havcen. Would you put them in the grade above ? 

Mr. Branp. With all the cotton in the contract before us, we try to 
say accurately where the cotton should go, in order that there may 
be fair and honest treatment to each of the parties to the contract. 

Mr. Havcen. First, you fix the standard, and it has got to come 
up to standard before it can be graded thus and so? 

Mr. Branp. Yes. 

Mr. Havucen. Here comes cotton that is not quite up to that stand- 
ard, and if it does not come up to that orade it has got to go to the 
grade below, does it not ? 

Mr. Brann. If it is too low for the upper grade it has got to go to 
the lower grade. 
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Mr. Haucrn. Here comes cotton that is better than the grade be- 
low but not of good enough quality to go into the grade above. 
What do you do with that? You have to grade it down below. No 
matter whether you put it in grade above or below, the difference — 
still exists. When this cotton is tendered on contract for future — 
delivery, under the law the operator can take advantage of. that dif- 
ference. If it is three-quarters above the established grade and if 
there is $4 difference in the two grades established, he is entitled 
to $3 of the four. That is the law. Now, the point is, has that 
question been raised before the department ? As I understand, you 
sunply deal with grades. You do not fix any middle grades? 

Mr. Branp. We deal with grades and differences. ! 

Mr. Havucen. What do you do in that case? Here I have 500 
bales that come within a quarter of the grade above, and the differ- 
ence is $4a bale. What do you do in that case ? 4 

Mr. Branp. Each contract has 100 bales in it. If the disputant 
disputes the whole 100 bales, and there are slight variations, the ex- 
perts in classing consider each bale on its own merits. If a bale is | 
almost strict middling, they will put it into strict middling... If, in — 
another case, the bale is a little better than middling but not good — 
enough to go into strict middling, it will go back to middling. Asa 
consequence, when you have completed the examination of the con- 
tract of 100 bales, if you have been accurate, you have done justice to 
each of the disputants. . = 

Mr. Haucen. I am talking about differences and you are talking 
about grading. 

Mr. Branp. I am willing to talk about any feature of the matter 
that you wish. I am familiar with all of them. | 

Mr. Haueen. But when it comes half way. between, what do you 
do with that difference? 

Mr. Brann. If all of it has been running high and it has been what 
we call a good delivery, we may put it up into the next grade. If it 
has been running low, and it is a very close margin, we will probably 
put it into the next grade below. 

Mr. Haven. Have you not a maximum to go by? 

Mr. Branp. We follow our standards. I might go a little further 
and that might improve our understanding of each other. 

Mr. Havcen. Very well. 

Mr. Branp. The grade is not a flat surface. There are 12 types 
in each box, and those 12 types represent a certain degree of varia- 
tion; so that within them you have an area that has thickness as well 
as surface. . 

Mr. Haucen. You are talking about your grading and I am talk- 
ing about the differences between the grades, and there does not seem 
to be any distinction between the two. : 

To make it clear, take wheat. No. 1 wheat is worth a dollar a 
bushel. 

Mr. Sreete. Stay on cotton. 

Mr. Haueen. I have thrashed out the cotton proposition. Say 
No. 1 wheat is worth a dollar a bushel, and No. 2 wheat is worth 96 
cents a bushel. But here is a grade that comes within a quarter 
of that No. 1, and, under the rules, unless it comes up to the stand- 
ard, you must grade it the grade below, because your rules, if they 
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provide for anything, must provide that this must come up to cer- 
tain standards. 

_ Now, here is wheat within one-quarter of No. 1. That has to go 
down to No. 2. The actual value of that wheat is 99 cents a bushel 
but it is graded No. 2, which ts worth only 96 cents. This bill pro- 
vides that, if I have entered into a contract for the delivery of No. 1 
wheat, I am entitled to the 99 cents. 

Mr. Branp. As determined in accordance with section 6 of the act 
which provides for the designation of spot markets, whose average 
differences, based on spot transactions, above and below the basis 
grade, are required to be used. You have in mind a particular qual- 
ity delivered ; that involves a specific contract and not a basis contract. 

Mr. Havern. Now, a man gets 99 cents for that wheat because 
there is the difference of 4 cents between grades, and his particular 
wheat comes within one-quarter of coming up to the standard; so 
instead of getting 96 cents, he will get 99 cents under the settlement 
and under the terms of this law. i 

Mr. Brann. If it is No. 1 he will get 99 cents, and if it is No. 2 he 
will get 96 cents, if those are the prices of the grades at the time of 
settlement. 

Mr. Havecen. But it is neither. 

Mr. Branp. It can not be. Under the law, in this case there can 


_be no dispute between the parties. It must be delivered as one or the 


other grade in accordance with the standards. 

Mr. Havucen. What does this language mean, then? That is what 
the language says. 

Mr. Branp. All the quotations in the spot markets are made on the 
official cotton standards, and the cotton delivered on future contracts 
is classed on the same standards as the cotton sold in the spot markets. 

Mr. Haucen. What does this language mean: 

The said differences above or below the contract price which the receiver shall 
pay for cotton above or below the basis grade 
That is your No. 2 or No. 1, now— 

shall be determined by the average actual commercial differences in value. 

And the actual commercial difference would be three-quarters 
above 96. 

Mr. Branp. The actual commercial difference must be based on the 
standards that have been established. There is no standard in the 
area to which you are addressing yourself, that is, between the re- 
spective grades. There is a quotation from the spot markets for No. 
1 and there is a quotation for No. 2. 

Mr. Heriin. Not for one and a half? 

Mr. Brann. Not for one and a half. The classer has to determine 
from the foreign matter and other conditions what grade it is. 

Mr. Havcen. I am not talking about classes. I am talking about a 
contract. The classer has to class it as No. 1 or No. 2. It is above No. 
2. What becomes of that difference between it and No..2? 

Mr. Brann. In our work we take no account of the differences ex- 
isting between the grades as evidenced by the standards. 

Mr. Havcen. Yes; but what do the operators do? 

Mr. Branp. If they are selling on the spot they get the benefit: 
of the actual differences. If they find a spinner who 1s after cotton 
of that particular class, they may get a little more; that is, in the 


21901—ss—_16——_15 





226 AGRICULTURE APPROPRIATION BILL. 


spot market and not in the future market. You have been discussing 
future contracts. You agree with me with reference to the spot 
market, although we do not seem to understand each other regarding 
the future market. In other words, what you have in mind actually 
cloes occur in the spot market in actual transactions, but it can not 
occur on future contracts, which are dealt in in enormous volume 
and are dealt in absolutely according to grade, and in no other way. 

Mr. Haucen. Then, do you contend that this language does apply 
to the future? | 

Mr. Branp. It applies to the future but not to the spot market, 
so far as settlements are concerned. 

Mr. Haveen. I understood you to say that differences in grade 
were taken into account in the spot market ‘and not in the future 
market. | 

Mr. Branp. The differences in value between grades expressed — 
in points on or off middling are determined in the spot markets and 
are telegraphed to the future markets. 

Mr. Anverson. The language says, “grades above or below.”. It 
does not say, “differences between the grades,” but it says, “grades 
above or below ;” and your statement is made on the basis of grades 
and not on the differences between the grades? 

Mr. Branp. Yes. 

The Cuamman. Half grades and quarter grades? 

Mr. Branp. Yes. 

Mr. Haugen. No consideration is given to half grades? 

Mr. Branp. What were formerly called half grades are now full 
grades in the contemplation of the law, and quarter grades are not 
recognized in settling future contracts. 

The Cuairman. Are there any further questions? 

Mr. Herrin. Do you think that the producer would be benefited 
by amending the act so that there would be consideration given tou 
fractional grades as suggested by Mr. Haugen ? 

Mr. Brann. Not in future transactions. The amount of splitting 
that would result would make such a lack of uniformity that what 
you might gain in a small way you would Jose in a large way. It 
would be of very questionable benefit to attempt to fix standards for 
quarter grades. 


STATEMENT OF MR. W. R. MEADOWS, COTTON TECHNOLOGIST, IN 
CHARGE OF INVESTIGATIONS OF SPOT AND FUTURE MARKETS, 
OFFICE OF MARKETS AND RURAL ORGANIZATION. 


The Crairman. Tell us briefly what you do in investigating the 
future and spot markets in cotton. 

Mr. Mrapows. It will be necessary to add little to what Mr. Brand 
has said. He has necessarily covered a part of the project I wish to 
speak about. As the name of this project implies, it is maintained 
for the acquirement of information that will help those who are en- 
gaged in the enforcement of the cotton-futures act to perform that 
service. It is, in a sense, the eyes and ears of our office for the per- 
formance of the duty of enforcing the cotton-futures act. It is a 
kind of handy man about the place to send out to do things and to 
gather information and to bring it back to the office. 
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To present the matter as succinctly as possible I shall, with your 

_ permission, put all I have to say under two heads—first, the results 

mG we have already accomplished and, second, what we propose 
0. 7 

Under the first of these heads I wish to state that when the law was 
enacted the duty was imposed upon the Secretary of Agriculture to 
write rules and regulations for the proper enforcement of certain 
provisions of the act. One of the first steps that was taken was to 
send men into the spot markets and to the future exchanges to get 
information which would serve as a basis for formulating, in col- 
jaboration with the Solicitor’s office, the rules of the Secretary. 

The second thing we have accomplished is the investigation of the 
future exchanges in order that their rules might be made to conform 
to the law and to the rules of the Secretary of Agriculture under the 
law. It was necessary to assist in making certain adjustments of the 
rules of the exchanges, and it needed men who were familiar with 
both the rules of the Secretary and the rules of the exchanges in 
order to get the proper harmony between the two. That is the second 
work that we have accomplished. 

The third undertaking on our part has been the investigation of 
conditions in the spot markets of the South. We have visited these 
markets as often as it has been necessary and have designated certain 
ones as bona fide spot markets under the act. The following cities 
have been thus designated: Norfolk, Augusta, Boston, Savannah, 
- Charleston, Montgomery, Mobile, Memphis, New Orleans, Houston, 
Galveston, Dallas, Fort Worth, and Little Rock. As a prerequisite 
to the designation of each of these cities, the cotton exchange located 
therein agreed to the following conditions: 

(a) That it would adopt the official cotton standards of the United 
States and that it would quote its market thereon. 

(b) That it would maintain a fairly constituted quotation com- 
mittee, that quotations might be correct. 

(c) That it would follow the rules of the Secretary of Agriculture 
in the making of quotations. 

(2) That it would supply regularly by wire these quotations to 
the future markets and to the Department of Agriculture. 

(e) That it would otherwise cooperate to the best of its ability 
in the enforcement of the cotton-futures act. 

In other words, these exchanges agreed that they would do what 
we should ask them to do to help us enforce this measure properly. 

Our fourth undertaking has been the securing each day of quota- 
tions from the designated spot markets by wire. These telegrams 
have been assembled in our office, and a difference sheet has been pre- 
pared showing the true commercial differences for the day. The 
differences that have been compiled by us have served as checks against 
the commercial differences that are in use in the settlement of future 
contracts on the Cotton Exchange in New York. I might state that 
identical telegrams are sent by the spot exchanges to the future ex- 
changes and to our office here in Washington. 

Fifth, when necessary, local conditions in the various spot mar- 
kets have been investigated by personal visits. Incorrect quotations 
for cotton in these markets have been corrected from time to time 
through persuasion. It has only been necessary to cal] the attention 
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of the quotations committee to any quotation that we thought was 
erroneous and ask them to check the quotation against sales of actual 
cotton in the market, to secure a correct quotation, and they have 
always complied. ‘Their quotations have given a safer basis for 
estimating commercial differences for the settlement of future con- 
tracts, and at the same time they have afforded the seller of spot 
cotton in the South a better market for his product. 

Sixth, investigations have been made of the cotton exchanges 
at Liv erpool, Bremen, and Havre with the view of securing by each 
of them the adoption of the official cotton standards of the United 
States, and also to ascertain the form of future contract in use on 

each of those exchanges and to determine as far as practicable to 
what degree such contracts were in conformity with section 5 of 
the cotton-futures act and what changes would be necessary to 
place such contracts in complete conformity with the act. 

Seventh, while on official visits to these foreign exchanges, two 
other lines of investigation were undertaken, and “it is believed that 
valuable information was gained. 

The first of these was concerned with the prospective demand for 
cotton of the crop of 1914 in England and in continental Europe. 

The next was concerned with ways and means of shipping cotton 
to continental Europe under the conditions prevailing during the 
winter of 1914-15. . 

The results of this investigation were not only placed at the dis- 
posal of the Department of Agriculture but were also furnished 
to the Department of Commerce and were of value to American 
cotton exporters, cotton shippers, and therefore to the producers. 

That is what we have done, Mr. Chairman. | 

Now turning to the work of the future 

The CHarrman. Before you do that; that completes that one line? 

Mr. Mrapows. Yes, sir; that completes the outline of what has 
been accomplished. 

The Cuarrman. I understand that you were designated by the 
Secretary to make the investigations into the future markets at 
Liverpool, Bremen, and Havre? 

Mr. Meapows. Yes, sir. 

The Cuairman. With the view, if possible, of having such changes 
or suggesting such changes in their contracts as would make them 
conform to section 5 of the cotton-futures act, so that they mene 
be designated under the law? 

Mr. Mrapows. Under the law; yes, sir. 

The Cuamman. I have been informed, , probably by you, that except 
for the war you probably would have succeeded i in having the con- 
tract of the Bremen exchange changed in such a way as to make it 
possible for the Secretary to designate it as one of these markets 
under the act. Is that true or not? 

Mr. Mrapows. I think that is very likely true. In fact, it was 
suggested by some gentlemen in Bremen that that exchange might be 
Ww illing to make slight changes in its contract so as to have it conform 
with the cotton-futures act. 

The Cuaiman. Is that exchange still open and operating? 

Mr. Mranows. I was there over a year ago. I do not know what 
it is doing at this time. At that time business was dull, but the 
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exchange was still in operation; the members of the exchange were 
there, and were trading in spot cotton, but not in future contracts. 

The Cuatrman. Bremen is a future market? 

Mr. Meanows. It is a future market under normal conditions. 

The Cusrrman. If Bremen should adopt the contract, as 1t was 
and still is, as you hope that she may do, would the complaint as to 
section 11 be a justifiable complaint? 

Mr. Mrapows. If Bremen had adopted it, that would certainly 
have removed all complaint for any cotton that was shipped to con- 
tinental Europe, because they could have hedged it in Bremen, which 
is the leading market on the continent. 

Mr. Herurm. A little while ago you said something about these 
differences that you obtained in the spot markets to take the place 
of the commercial differences formerly used on the New York Cotton 
Exchange. I suppose you meant that these commercial differences 
that you made on the spot markets were to take the place of fixed 
differences used in the New York Cotton £xchange, did you not ? 

Mr. Meapows. I did not mean to say exactly what you attribute to 
me. I meant to say that the commercial differences that are imposed 
by the cotton-futures act are quoted directly to the cotton exchanges 
from the South. We get identical telegrams and compile that same 
information here in Washington, and if there is a discrepancy be- 
tween the New York Cotton Exchange differences and ours, we in- 
vestigate the matter immediately and ascertain who is right or 
wrong. 

Mr. Heruix. That is what I mean. Before this Lever act was 
framed or passed, the New York Cotton Exchange used the fixed- 
differences principle? . 

Mr. Mzavows. Yes; they used fixed differences. 

Mr. Heri. And we substituted this provision of the law 1n order 
to make the commercial differences obtain. 

Mr. Meapows. Yes. 

Mr. Heri. And that is what you do now by your work? 

Mr. Meapvows. Yes. We have the commercial differences now. 

Mr. Herrry. Do you not think that it would be a good idea for you 
to require these quotation committees at each spot market in the 
South designated by you to follow up with a letter each week, say- 
ing, ““ We wired you on Monday and Tuesday that the quotations 
here were as follows,” so that, if the telegraph operator did make a 
mistake in giving the figures, you would have these letters mailed 
each week, which nobody would see except you and the operator. 

Mr. Meapows. That has been attended to. We have the telegraphic 
service pennies. by mer i 

| ‘LIN. You do that + 

a Sree. Yes. That nee been in effect ever since the tele- 
oraphic service was inaugurated. 
oT Ce: arin. Are there any further questions on es pe been 
done? If not, the next proposition 1s, what. you are going to 2) " 

Mr. Mreapows. Yés, what we are going to do now, just as ShOrt a 
T can make it. ae AN f SiOW 

Beipeeaa TEM AN AUD AES Saget the supervision of spot 


V ‘Opos ontinue 
Mr. Mrapows. We propose to co r f 
markets for cotton in order to assure reasonably correct quotations. 
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In other words, these visits to the spot markets and the investigations 
Which we have made in the past will be continued, and we will keep 
our office in the closest touch with each of the designated spot markets 
in order that we may know at all times that their quotations are rea- 
sonably correct. 7 : 

Second, the plan of enforcement of the cotton-futures act necessi- 
tates that commercial differences shall be established daily in Wash- 
ington as a check against those actually in use in New York. In 
other words, we are going to continue the same plan that I told you 
about, in the supervision of differences in the future markets. 

Third, it is our purpose to designate from time to time other cotton 
markets in the South as bona fide markets under the cotton-futures 
act. Such a course will tend to the simplification and perfection of 
the means for quoting prices on the South’s great product. It is con- 
structive work tending to facilitate economic distribution and there- 
fore is of benefit to producers. 

Fourth, the continued investigation of future exchanges is neces-. 
sary In order that those entrusted with the enforcement of the cotton- 
futures act may be properly informed of conditions on the future eX- 
changes at all times. ; | 

Fifth, the information acquired through the maintenance of this 
project will be placed at the disposal of other cotton projects in the 
Office of Markets and Rural Organization for whatever good they 
can derive from it. 

The Cuatrman. Is that all? 

Mr. Meapows. Yes, sir; that is all I have to say. I have omitted 
details and have tried to give you just the results accomplished and 
i general outline of what we propose to do. 


STATEMENT OF MR. CHARLES J. BRAND, CHIEF OF THE OFFICE OF 
MARKETS AND RURAL ORGANIZATION—Continued. 


Mr. Haucrn. I can hardly believe that Dr. Brand wants the state- 
ment to go into the record that especial advantages are given to 
those that deal in spot markets over others. 

Mr. Branp. Future markets. 

Mr. Havcen. If you said “spot markets” you meant the other ? 

Mr. Brann. Yes; if I did. I intended to say future markets. 

Mr. Haveen. It can be taken advantage of in future markets and 
no advantage can be taken of it in spot markets? 

Mr. Branp. I take you to mean that the facilities for the determi- 
nation of disputes are utilized by the future markets and can not be 
utilized by the spot markets? 

Mr. Haucen. This deals with the future, and here is the language: 


Provided that in case cotton of grade other than the basis grade be tendered 
or delivered in settlement of such contract, the differences above or below the 
contract price which the receiver shall pay for such grades other than the 
basis grade shall be the actual commercial differences, determined as here- 
inafter provided. S 


And that is provided for later. Now, this has reference to the 
future. Here is the language in section 9: 


Sec. 9. That the Secretary of Agriculture is authorized, from time to time, 
to establish and promulgate standards of cotton by which its quality or value 
may be judged or determined. 
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_ The difference is this: The farmer or the shipper sells cotton that 
is three-quarters above the grade which it is graded, and, the differ- 
ence being $4 on the bale between that grade and one above, he receives 
no benefit for value above grade which is $3 a bale. But the fellow 
operating on the exchange turns around and delivers that same thou- 
sand bales on a future contract, and he gets the benefit of the $8 a 
bale, or $3,000. 

Mr. Branp. I do not think your conclusion is warranted. 

Mr. Havcen. Well, that is the law. 

Mr. Branpv. Mr. Chairman, IT neglected, through oversight, to call 
the attention of the committee to the distribution of the grades. 
Each red pin on this map represents 10 sets [indicating on map}. 
each blue pin » sets, and each white pin 1 set, which have been dis- 
tributed by the office under the law. Nearly 620 sets have been dis- 
tributed thus far. This, in a way, visualizes the very wide distri- 
bution that has taken place since the standards were promulgated. 

The Cuatrman. Where is this set located? 

Mr. Branp. At Minneapolis, and we have a set out in Oakland, 
Cal., where there is a cotton mill, and also several sets in the new 
cotton-producting sections of California and Arizona. 

The Crain. Is there anything further about this! If not, I 
want to ask you about the increase. You are providing for an actual 
‘inerease of $68,740 over the amount carried in this item last year 

Mr. Branp. Yes. 

The Cuamman. Briefly tell us why this increase. 

Mr. Branp. That increase is made to replace the sum which is 
being expended this year from the continuing appropriation. 

The Crarrman. How much was that? 

Mr. Branp. The original sum was $150,000, and the sum provided 
here is about $1,500 less than is available this year. 

The Carman. You had available, therefore, this year $125,000 
as carried in the act! 

Mr. Branp. No. 

The Cuarrman. You had a $85,000 allotment plus $75,000 appro- 

riated. 
i Mr. Branp. A year ago last August we had $150,000. Fifty thou- 
cand dollars of that sum was allotted to the work of that fiscal year. 
HKighty-five thousand dollars has been allotted to the work of the 
present fiscal year. The sum of $68,740 plus the $1,500 Re owe 
vould amount to about $70,000; so that we have, as a matter OF | act, 
provided for about $1,500 less than we are Now using. 

Mr. Havcen. That is for the enforcement of this act. hee 

The CuarrMan. Is that clear to you gentlemen ‘ Ts it clear to you, 
Mr. Anderson? <a 

- Anperson. Not very. 

at ee Tt is clear to me, Mr. Chairman, ara are appro- 
priating $75,000 to enforce an act which is not in existence. 

The CHAIRMAN. That is a difference of opinion. 


Mr. HavcEen. Some courts have passed on it, and I am oboe the 
whole proposition of this Government enforcing laws that have been 
declared unconstitutional by ee sh 

j ? yohicy. 
The CuarrMan. That 1s a ma er of pohe} ea y 
Mr. Havcen. It is simply a hold-up, and 1 do not think it 1s a wise 


policy. 
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Mr. Heriry. How abcut this decision as a hold-up? It was 
handed down and recorded. 

Mr. Havcen. I suppose it was; but, after all, we have to have some 
respect for the courts; if so, why hold up people as is being done in > 
an effort to confuse laws declared unconstitutional by our courts? 

Mr. Branp. Perhaps it would make the matter a little clearer if I 
stated it in this way: Fifty thousand dollars was allotted for the 
remainder of the fiscal year 1915. : 

Mr. Haveen. That would be 

Mr. Brann. Up to June 30, 1915. Last June the sum of $85,000 
was allotted for the fiscal year in which we are now operating. 

The CuarrMAn. 1916? 

Mr. Branp. 1916. This leaves a balance of $15,000 from the con- 
tinuing appropriation originally made by Congress to be used in the 
next fiscal year. 

The Cuairman. For allotment in the fiscal year 1917? 

Mr. Branp. Yes. 8 

The Cuairman. So that you would have then—you are esti- 
mating, then—$120,750, and to that you would add $15,000 from the 
continuing appropriation, which would make the total in the next 
year for this matter . ' 
~ Mr. Branp. One hundred and thirty-five thousand dollars for the 
total sum from the continuing appropriation and from the present 
estimate. 1 

The Cuairman. Now, I think I see light on it. Do you see it, 
Mr. Anderson ? 

Mr. Anperson. Yes; but I do not just see why you wanted an in- 
crease from $75,000 to $80,000 used last year to $125,000 used this 
year. . 
~ Mr. Brann. What is that? 

Mr. Haucen. Your statement of the estimate is $125,000? 

Mr. Branp. Our estimate is $120,000, and there remains a balance 
under the continuing appropriation of $15,000. 

Mr. Havucex. Then you will have available $135,000? 

* Mr. Brann. Yes. | 
Mr. Havcen. Last year you used $80,000? 
Mr. Branp. No. Last year we had $75,000 from the annual appro- 

priation and $85,000 from the continuing appropriation. 

The Cuarrman. Which would make how much? 

Mr. Brann. $160,000. We are continually reducing the amount, in 
other words. 

The Cuairman. For the next fiscal year you say you have a reduc- 
tion of $1,500, but vou have a greater reduction than that? 

Mr. Brann. The difference, or apparent greater reduction, is caused 
by transfers to the statutory roll amounting to about $18,000 or 
$19,000. We have cut the lump sum by the amount we have put on 
the statutory roll. , 

Mr. Haucen. What is the amount you are going to use next year? 

Mr. Brann. About $135,000. 

The Cuarrman. I think that makes it clear. 

Mr. Branp. Yes. 

The Crramman. It is a question of the statutory roll. 

Mr. Branp. Yes. 
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The Cuamman. There is one other item in the miscellaneous items, 
page 223 of the Book of Estimates, item 10, as follows: 

To enable the Secretary of Agriculture to cooperate with the several states 
in the employment of agents to acquire and diffuse useful information connected 
with the distribution and marketing of farm products through investigational, 
demonstrational, or extension methods, $35,000. 

That is a new suggestion ? 

Mr. Branp. Yes. 

The Cuairman. What do you propose to do under that? 

Mr. Branp. The importance of improvement in marketing condi- 
tions in the United States is recognized by practically every State, 
and we are receiving weekly most urgent demands from the author- 
ities within the States to cooperate with them in the investigation 
of their problems, in demonstrating better methods, in devising State 
marketing laws, and in all other activities relating to the improve- 
ment of marketing and distribution. It is a kind of activity which 
has not been provided for in any other way. Hence this item has 
been suggested in order to take care of it specifically. We have on 
hand at this moment 16 requests.from different States asking for 
cooperation in this respect, including Massachusetts, Wisconsin, 
Minnesota, Iowa, also various southern States and several of the 
western States—a total of 16, all desiring cooperative assistance. 
This item is to provide specific authority and funds for such coopera- 
tion. The States denoted before do not include several with which 
we are now working in a preliminary way. 

The CrarrMan. To illustrate, how would your plan work out? 

Mr. Branp. We are trying this matter out in various ways in a 
few cases. In Massachusetts we tried the plan of appointing one of 
the officers of the State Agricultural College and of the State exten- 
sion division. In the case of Tennessee we have appointed a man, 
paying half the expense of his salary, travel, and other miscellaneous 
items, the college, station, and university paying the other half. 

In still another State, Louisiana (although in this case we are 
cooperating with Mr. Rawl on another matter which will be discussed 
before the committee), we have put ina half-time man, the depart- 
ment paying half and the other half coming from the State uni- 
versity at Baton Rouge, to test out results. This man 1s stationed 
at Baton Rouge. In Massachusetts the agent mentioned was sta- 
tioned at Amherst. ' 

In the case of Minnesota a man was employed jointly with the 
agricultural college and the experiment station and was stationed at 

, thony Park. 
ee mn y doing the Minnesota work as a test of best methods, 
and the man we employed is now in Washington digesting the re- 
sults. We carry on this work in the States wholly in cooperation 

i tate authorities. ; 
eo ae ta of South Carolina we have a Mr. Hoffman, who ~ BOOP 
erating with the State extension service there in testing out the o1 IB 
ing home to the people of the best marketing methods to use within 
ee: a very great lack of information iinet nee Sie as 
to the activities and successes 1m the different pale 0 he ene 

State. This man devotes himself to the activities within the State, 


1 is 1 ion 1 ae -. are thus able to put into 
reposing his information 1n Us, and we are thu 1 
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operation in other States the best methods of operation. We also 
use him as a clearing house for such information as we collect in 
all our work, particularly that in connection with the market news 
service. These men form points of vital contact between the de- 
partment and the States. We have a very insistent demand for 
assistance from the States, but in all cases I have declined to promise 
any assistance, and have stated that we have made a small estimate 
for a possible beginning of such work. I have told them we will take 
the matter up with you and then decide how to proceed. Until such 
time I am unable to make any promises. We have been compelled to 
take that action in all cases. 

The Cuarrman. How many States have been provided for now ? 

Mr. Branp. We count that this is to provide for half-and-half 
cooperation in about 15 States. We will exact that they pay half 
of the salaries and half of the expense, as We see no reason why we 
should ask Congress to support that whole work. 


Mr. Anprrson. Is there any reason why Congress should support . 


it at all? 

Mr. Branp. There are some good reasons. It makes for efficiency 
in a wonderful way if those problems can be-studied through a single 
agency so that we shall not have 40 or 50 different agencies studying 
in different ways at different places and duplicating their expenses 
and all that. It makes for saving and for efficiency. . 

Mr. Anperson. How is this work attended to under this item? 
Differentiate this with respect to your other studies with reference 
to cooperative organizations. 

Mr. Branp. This would provide particularly for men operating 
within the States who would cooperate with the project leaders of 
the Officer of Markets and Rural Organization on other problems. 
For instance, Mr. Bassett mentioned specifically the case of aspara- 
gus. In that instance Mr. Bassett laid the foundation and the 
cooperating State man took up the work from the foundation that 
Mr. Bassett laid and is carrying out the details of it. 

Mr. Anprrson. Then, the work to be done under this item is of the 
character of field work? 

Mr. Brann. Yes, 

Mr. Anperson. It is extension work purely ? 

Mr. Branp. Well, it is both investigation and demonstration work 
carried on through some extension methods. The men will actually 
carry on both investigational work and demonstration work, 

Mr. Havucen. Yesterday we had statements as to the marketing 
of creamery products, cattle, hogs, and’ all of the products of the 
country. Now, what further information can you give the committee ? 

Mr. Brann. Specifically, in Iowa, both the authorities at Ames and 
the farmers’ elevator associations desire us to help with a coop- 
erating agent. If this item went through, we would probably locate 
a man at Ames, Iowa, to assist them on these very problems. Iowa 
happens to be one of the States that has asked for cooperation. 

Mr. Anperson. It seems to me that if the Federal Government 
collects the data, gets the information, puts it in shape so that it is 
readily understandable, and furnishes it to the different States, they 
ought to see to it that it is disseminated among the people. There 
is no limit to the extension proposition if the Federal Government 
wants to undertake it, and it does seem to me that we have pretty 
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soon got to put a definite limit on what the Federal Government is 
going to do in the way of extension work. 

_ Mr. Branp. I think this $35,000 is a very modest sum for a very 
important project, and my own opinion is that as this work develops 
the States will gradually take it over. 

Mr, Anperson. I am afraid it is going to be the other way around, 
and as it develops more and more these appropriations will grow 
larger and larger, and the part which the Federal Government will 
pay will become greater and greater and the part that the State pays 
will be less and less. 

Mr. Branp. I think that is true up to a certain point, but you 
do reach the point where it is possible to combine Federal activities 
with State activities, and so far as I am concerned I think it is good 
policy to do so where possible. 

Mr. Axperson. Of course, if it is necessary to have some field 
agency to carry on this work of cooperation, that is one proposi- 
tion, if it does not go beyond that; but I take it you intend to go 
very much further than that. 

Mr. Branp. My method has been to work a thing out and de- 
termine absolutely whether it would pay dividends to go any 
further than we could with that sum, and, if it was not warranted, 
not to ask for it. There are so many important problems that these 
men can handle. At present—and this actually happens—if the 
Tennessee man in the State work needs to know something about 
conditions in Chicago, usually he has to go there and make the study 
himself. ; 

A service of this kind would be developed by an interchange of 
information, and when the Tennessee man wants to know about 
conditions in Illinois he can get his information immediately with- 
out the great expense of going to the neighboring State or the dis- 
tant State. Within a week two Arkansas men have come to my office, 
on their way to Massachusetts. If we had a well-developed service 
of this sort——an interstate service, which need not be over-expensive 
even when it is finally developed—the Arkansas man could get his 
information from a disinterested and competent source in Massa- 
chusetts without the expenditure of two or three hundred dollars 
to go up.there twice a year to get it. 

Mr. Anperson. In that case how would he do it! 

Mr. Branp. In that case he would do it by correspondence or tele- 
graph, and he would have a disinterested agency on the same basis 
as himself, in which he could put complete reliance. 

Mr. Herutn. By bettering these marketing methods you benefit the 
farmer and the consumer, too? 

Mr. Branp. Absolutely. 

Mr. Herarsen. I recognize the necessity for the kind of work you 
are doing, but I do believe that in that work you ought to try to 
define the line beyond which you will not go in the matter of demon- 
stration—that is, that you will not undertake to carry the demonstra- 
tion work to the individual farmer; that you will carry it to the 
States and State agencies, but not go beyond that. If you ever go 


beyond that, +t will take millions and a greater organization than the 
people have ever figured on. . | 

Mr. Branpv. I think you have expressed our policy. A request 
from Mr. Helgesen’s own State, from the director of the experiment 
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station at Fargo, came to me in Washington a short time ago to try to — 
arrange some cooperative work along these lines. They recognize 
that there are very few competent men in the marketing field and 
that we, in the Office of Markets, have developed the largest number — 
of such competent men in the country. 

The Cuarrman. May I interrupt you there—I think it ought to go — 
into this record—to congratulate you upon the type, the character 
and intelligence of the men whom you have brought before this 
committee. 

Mr. Herury. I second that motion. 

Mr. Havucen. I understand you to say that you have gone beyond 
that with State agencies; that you have reported to certain dealers, 
for instance, in the fruit business? 

Mr. Branp. That is true so far as dealers are concerned; but the | 
great use of the men who would be engaged under this item will be 
in getting things to the producers, particularly through the county 
agents. , 

aNey Havcen. You can see the danger pointed out by Mr. Helgesen. 
If you furnish information to one dealer, then the question comes, 
what ones are to be supplied with the information. 

Mr. Branp. In that case, everyone that pays the tolls.. We can 
not distinguish between the honest and dishonest dealer so long as 
he is a citizen of the United States. 

Mr. Haucen. Or between the large and the small dealer? 

Mr. Brann. Or between the large and small dealer. 

Mr. Haucen. Did I understand you to say that you would furnish 
it to those who paid the tolls? 

Mr. Branp. Except so far as it goes to our own branch offices. — 
That is true even of hewspapers, which give it the widest publicity 
by thousands of copies. 

Mr. Haucen. Is that to be confined only to those that pay the tolls? 

Mr. Branp. So far as it relates to persons outside of Government 
employ, yes. 

Mr. Herury. We are furnishing scientific knowledge to the farmer 
as to how best to produce results from the land. Tt is just as essen- 
tial to get the best information to him as to how to market his 
produce. 

Mr. Branp. I wish the gentlemen of the committee could read the 
piece ng gencs that comes to my office in the course of a week on this 
subject. 

Mr. Hencrsen. I think that is entirely true, but I think we have 
reached the time now when the department ought to confine itself to 
investigational work and to carrying the results of these investiga- 
tions to the States. We have agricultural colleges and experiment 
stations supported by the States and the Federal Government, with 
competent men in them, and I believe that after the State gets this 
information, the result of the Federal investigation, they ought to take 
hold of it themselves and assimilate the knowledge with their own 
knowledge; because, if we do not confine ourselves to that, I do not 
know where the line is going to be drawn on the appropriations and 
the Federal organization. It is going to be immense. 

Mr. Branp. I hope I have made it clear that we do cooperate 
and that our cooperation within States is always arranged with those 
agencies. 
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Mr. Herersen. You do cooperate, but up to the present time, as I 
understand, the Federal Government is paying a portion of the ex- 
pense. It may be, as is stated here, a small amount. It may be one- 
fourth or one-half, but we are contributing Federal money to State 
work in that cooperation with them. Now, I do not believe that that 
ought to be continued very many more years. I believe you ought to 
confine yourselves to investigational work and give the other work 
over to the State machinery. All the States have their colleges of 
agriculture and experiment stations, and the various States ought to 
take it over and do their own work in the States. 


Mr. Branp. I think this proposition is very much in line with 


what you express. 

Mr. Hert. And we have that information where anybody in the 
United States can get it by writing for it. 

Mr. Hexcrsen. Each State has its peculiar situation to deal with, 
each entirely different from the other, and each State has a piece of 
machinery within its own borders to look after its peculiar interests. 
T would have no interest at all in the information in which you are 
interested in your State, and you would not have any interest in mine. 
But if the Federal Government furnishes to your State the informa- 
tion necessary for your people and to my State the information 
necessary for my people, T would not write to Washington at alien 
would write to the agricultural college and the experiment station 
and get what I want; and if you draw the line there you will have 
eliminated hundreds and perhaps thousands of Federal agents who 
otherwise would be covering the country and doing what the States 
ought to do themselves. 

Mr. Howeuu. Mr. Chairman, this has gone in the record, T think. 
If so, it will not do any harm to have it in again. 

You have quite a complete organization for dealing with the mar- 
keting of perishable products—peaches, melons, and cantaloups, ete. 
What do you do with that force after the season is over? 

Mr. Branp. We have built that force up, Mr. Howell, on the basis 
of crops that succeed each other on the market. It is merely an 
experiment. es: 

Mr. Howexi. A man who is expert in one line is expert in all? 

Mr. Branv. The work in perishable products has been an experl- 
ment. Practically all of these are handled by the same group of men. 
We have arranged that they should look after the strawberries which 
begin in March and April, then cantaloupes which come on later, 
and peaches, so that we have had only a small force, considering the 
value of the products and the seasons that they cover. 

Mr. Howe tu. Those men are employed during the entire year? 

Mr. Branpv. Yes, indeed, they are. aie 

Mr. Hower. What are they employed on after the shipping sea- 
son is over 

Mr. Branv. There are about three months left, and T never saw a 
bunch of men work harder trying to get the data secured during the 
marketing season worked into form for publication as a basis for the 
next season’s work. In fact, the perishable-product season 1S on US 
now, and we have not been able to get these data worked up. 

The Cuarrman. If that is all, we are much obliged to you. 


x 
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